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PREFACE 

Representatives  of  major  segments  of  the  cotton  industry  met  with  officials 
of  the  Department  of  Agriculture  in  Dallas,  Tex.,  in  January  1959,  and.  discussed 
the  initiation  of  a  study  to  determine  the  adequacy  and  accuracy  of  the  official 
spot  quotations.   The  study  agreed  upon  included  two  phases.   One  phase  was  to 
provide  current "information  on  the  framework  of  the  quotations  system--the 
markets,  the  resident  firms,  and  the  organization  and  activities  of  the  quota- 
tions committees .   The  results  of  that  phase  were  reported  by  the  Department  in 
Official  Spot  Cotton  Quotations,  Where  and  How  Quoted,  Marketing  Research  Report 
No.  5U7,  June  1962. 

The  present  report  describes  results  of  the  second  phase  of  the  overall 
study.   This  phase  was  to  provide  statistical  measurements  of  the  relationships 
between  the  quotations  and  spot  values  of  cotton  in  the  designated  spot  markets 
in  terms  of  some  of  the  major  uses  of  the  quotations. 
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SUMMARY 

Spot  cotton  quotations  are  issued  in  each  of  15  designated  markets.   These 
markets  are  Greenville,  Charleston,  Augusta,  Atlanta,  and  Montgomery  in  the 
Southeast;  New  Orleans,  Little  Rock,  Memphis,  and  Greenwood  in  the  South  Central 
Region;  Dallas,  Houston,  Galveston,  and  Lubbock  in  the  Southwest;  and  Fresno  and 
Phoenix  in  the  West.   The  quotations  are  used  extensively  "by  individuals  and 
groups  in  the  merchandising  of  cotton,  and  by  U.S.  Government  agencies  in  ad- 
ministering price  support  and  sales  programs  for  cotton. 

The  purpose  of  the  study  was  to  determine  the  relationships  between  (l)  spot 
quotations  and  spot  values  of  cotton  in  each  designated  market  during  the  seasons 
of  1959-60  and  i960 -6l,  and  (2)  differentials  quoted  and  differentials  paid  in 
terms  of  averages  for  groups  of  markets  and  for  extended  periods  of  time . 

Price  data  used  in  the  study  were  obtained  mainly  from  sales  of  cotton  by 
the  Commodity  Credit  Corporation  of  the  U.S.  Government  during  the  seasons  of 
1959-60  and  i960 -6l.   These  data  represented  two  types  of  sales.   One  type  was 
sales  made  through  the  direct  purchase -resale  program  (designated  CN-A)  where 
local  merchants  served  as  agents  for  the  Commodity  Credit  Corporation.   Sales 
through  the  CN-A  program  constituted  the  largest  volume  of  price  data  and  were 
available  for  all  markets.   Another  type  was  sales  for  unrestricted  use  made  by 
the  CCC  from  its  inventory.   These  sales  (designated  NOC)  were  handled  out  of 
the  New  Orleans  office  and  consisted  of  current -crop  cotton  purchased  but  not 
resold  locally  by  the  CCC,  and  old-crop  cotton  accumulated  by  the  CCC  from  crop 
years  preceding  the  current  season.   In  addition  to  data  on  CCC  sales,  in  which 
all  bales  of  cotton  in  each  lot  were  of  the  same  grade  and  staple  length,  price 
information  was  obtained  in  the  markets  of  Dallas,  Lubbock,  and  Fresno  on  mixed- 
lot  purchases  during  the  1959-60  season. 

Relationships  between  the  quotations  and  the  prices  paid  for  cotton  sold 
through  the  CN-A  program  varied  markedly  among  markets  within  a  month,  between 
months  within  a  market,  and  among  qualities  and  groups  of  qualities  in  the  same 
market  within  a  month.   Quotations  issued  by  many  of  the  designated  markets  fre- 
quently differed  by  large  amounts  from  prices  paid  for  many  qualities  of  cotton 
sold  through  the  CN-A  program.   Generally,  the  quotations  for  cotton  of  grades 
Middling  and  better  tended  to  be  lower  than  the  prices  paid.   For  grades  lower 
than  Middling,  the  quotations  in  many  of  the  markets  averaged  lower  than  prices 
paid  during  part  of  the  season,  and  higher  than  prices  paid  during  the  rest  of 
the  season. 

Prices  paid  for  cotton  sold  through  the  NOC  programs  ranged  from  about  the 
same  to  substantially  higher  than  CN-A  prices.   The  volume  of  cotton  sold  by  the 
CCC  through  the  CN-A  program  was  generally  low  in  the  months  when  the  quotations 
averaged  higher  than  the  prices  paid  for  this  cotton.   During  these  months,  it 
appeared  that  the  quotations  in  many  of  the  markets  were  influenced  by  the  higher 
level  of  NOC  prices.   In  some  markets,  the  quotations  averaged  about  midway  be- 
tween CN-A  and  NOC  prices;  in  other  markets,  where  CN-A  sales  were  extremely 
light,  the  quotations  tended  to  reflect  the  NOC  prices. 

Quotations  in  Dallas,  Lubbock,  and  Fresno  averaged  lower  than  prices  paid 
for  mixed-lot  purchases  in  these  markets  in  1959-60.   However,  in  Dallas  and 
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Lubbock  the  differences  between  the  quotations  and  mixed-lot  prices  were  smaller 
than  the  differences  between  the  quotations  and  CN-A  prices.   In  these  two  mar- 
kets part  of  the  discrepancy  between  the  quotations  and  the  prices  paid  for 
cotton  sold  through  the  Government  programs  may  have  been  due  to  the  fact  that 
these  sales  involved  only  a  single  grade  and  staple  length.   In  Fresno,  the  dif- 
ference between  the  quotations  and  the  prices  paid  for  each  type  of  transaction 
averaged  about  the  same,  possibly  reflecting  the  more  limited  range  of  qualities 
produced  in  this  area  and  consequently  minimizing  the  contrast  between  mixed  and 
even -running  lots . 

During  the  1959-60  season  and  to  a  lesser  extent  during  the  196O-61  season, 
the  quotations  in  most  of  the  designated  markets  tended  to  lag  price  changes  on 
the  upward  and  downward  movements . 

The  official  quotations  are  frequently  used  in  the  form  of  average  dif- 
ferentials for  a  number  of  markets  and  for  a  specified  period  of  time.  As  a 
basis  for  evaluating  the  quotations  for  these  uses,  data  are  presented  to  show 
the  relationships  between  the  quoted  and  paid  differentials  from  Middling  1-inch 
cotton  in  terms  of  averages  for  (l)  all  markets  and  all  time  periods  combined 
for  the  seasons  of  1959-60  and  I96O-61,  (2)  all  markets  combined  for  10-day 
periods  within  each  season,  and  (3)  selected  markets  combined  for  two  futures 
delivery  months  of  each  season. 

The  relationships  between  the  quoted  and  paid  differentials  for  all  markets 
and  all  time  periods  combined  indicated  that  the  differentials  quoted  tended  to 
be  slightly  narrower  than  those  paid  in  1959-60.   Approximately  one -fourth  of 
the  qualities  were  quoted  within  ±  10  points  of  the  differentials  paid;  about 
one-half  within  ±  25  points;  and  nearly  90  percent  within  +  50  points.   In 
I96O-6I,  the  premiums  quoted  were  slightly  narrower  than  those  paid,  but  dis- 
counts quoted  tended  to  be  wider  than  those  paid.   About  one -third  of  the 
qualities  were  quoted  within  ±.   10  points  of  the  differentials  paid  and  more  than 
one -half  were  quoted  within  +  25  points  of  those  paid.   In  both  seasons,  the 
greatest  differences  between  quoted  and  paid  differentials  were  for  the  lowest 
grades  and  shortest  staple  lengths.   These  qualities  represented  small  volumes 
of  trading  and  prices  varied  widely. 

Comparison  of  the  quoted  and  paid  differentials  for  all  markets  combined 
for  10 -day  periods  within  each  season  showed  that  the  average  premiums  quoted 
for  grades  Middling  and  better  were  about  the  same  or  slightly  narrower  than 
the  premiums  paid  throughout  the  year.   This  indicates  that  a  major  part  of  the 
variation  of  the  quotations  from  the  prices  paid  for  these  grades  was  due  to 
"base"  differences.   Similarly,  base  differences  were  a  factor  in  the  relation- 
ships between  discounts  quoted  and  those  paid  for  grades  lower  than  Middling. 
However,  for  the  lower  grades  the  relationships  between  the  quoted  and  paid  dis- 
counts more  nearly  resembled  the  quotation-spot -price  relationships  with  dis- 
counts quoted  averaging  wider  than  discounts  paid  during  part  of  the  season  and 
narrower  than  discounts  paid  during  the  rest  of  the  season. 

Monthly  average  differentials  quoted  and  differentials  paid  were  compared 
in  the  markets  specified  for  use  in  determining  tenderable  differences  for  cot- 
ton futures.   Differentials  quoted  were  found  to  vary  considerably  from  those 
paid  for  some  qualities,  but  the  relationships  showed  no  consistent  pattern  of 
variation.   Differentials  quoted  were  narrower  than  those  paid  for  some  qualities 
and  wider  than  those  paid  for  others . 
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SPOT  COTTON  QUOTATIONS 
Their  Relation  to  Spot  Values  and  to  Average  Differentials 

by 

D.  L.  Pritchard,  Agricultural  Economist 
Marketing  Economics  Division 
Economic  Research  Service 


INTRODUCTION 

The  orderly  marketing  of  cotton  is  facilitated  by  a  market  news  system  that 
adequately  and  accurately  reflects  current  market  activity  at  all  locations  where 
the  commodity  is  traded.   Spot  market  quotations  are  an  essential  part  of  this 
system.   Issued  daily  by  bona  fide  spot  markets,  these  quotations  have  long 
played  an  important  role  in  the  cotton  marketing  process.   The  spot  quotations 
are  used  extensively  by  the  cotton  trade  as  guides  to  the  values  of  cotton.   Two 
of  the  more  important  uses  are  (l)  determination  of  tenderable  differences  for 
delivery  of  cotton  in  settlement  of  futures  contracts;  and  (2)  determination  of 
trading  values  by  producers,  merchants,  spinners,  and  others  in  their  selling 
and  buying  operations,  by  bankers  and  others  in  their  cotton  financing  operations, 
and  by  insurance  companies  and  transportation  companies  in  establishing  rates 
and  settling  damage  claims.   In  addition  to  private  users,  the  U.S.  Government 
relies  heavily  on  the  spot  quotations  in  the  administration  of  its  price  support 
and  sales  programs. 

Authority  for  the  spot  quotations  dates  back  to  the  passage  of  the  Cotton 
Futures  Act  in  191^-  and  its  reenactment  in  1916.  The  present  authority  is  en- 
compassed in  the  cotton  futures  provisions  of  the  Internal  Revenue  Code  of  195^- 
This  legislation  directed  the  Secretary  of  Agriculture  to  designate,  after  in- 
vestigation to  determine  their  fitness,  a  number  of  cotton  marketing  centers  as 
bona  fide  spot  markets  for  the  purpose  of  providing  information  on  spot  prices 
of  cotton. 

Because  of  the  irregular  variation  in  prices  and  changes  in  prices  from  one 
marketing  area  to  another,  a  number  of  marketing  centers  are  required  to  provide 
adequate  information  on  prices  paid  throughout  the  Cotton  Belt.   There  are  now 
15  designated  markets.   These  markets  are  Greenville,  Charleston,  Augusta, 
Atlanta,  and  Montgomery  in  the  Southeast;  New  Orleans,  Little  Rock,  Memphis,  and 
Greenwood  in  the  South  Central  Region;  Dallas,  Houston,  Galveston,  and  Lubbock 
in  the  Southwest;  and  Fresno  and  Phoenix  in  the  West. 

For  quotation  purposes  the  designated  markets  are  regulated  and  supervised 
by  the  Department  of  Agriculture.  Each  market  is  directed  to  maintain  a  quota- 
tions committee  composed  of  active  traders  in  the  market.  These  committees  are 
responsible  for  ascertaining  and  publishing  on  each  business  day  the  price  of 
Middling  1-inch  cotton,  and  the  differences  between  its  price  and  the  prices  of 
other  grades  and  staple  lengths . 

-1- 


To  carry  out  its  responsibility,  the  committee  is  required  to  obtain  com- 
plete and  satisfactory  information,  not  later  than  the  close  of  business  each 
day,  on  all  sales  of  spot  cotton  since  the  close  of  the  preceding  business  day, 
including  the  grades,  the  prices  or  price  basis,  and  other  terms  of  sale.   The 
price  quotation  for  Middling  1-inch  cotton  and  the  differences  quoted  for  other 
qualities  are  to  represent  the  actual  commercial  prices  and  differences  estab- 
lished by  the  sale  of  cotton  in  the  bona  fide  spot  market.   The  committee  is 
specifically  authorized  to  disregard  any  transaction  which  it  finds  was  not  bona 
fide,  or  that  was  made  for  the  purpose  of  influencing  its  action  improperly,  or 
that  for  other  good  reasons  did  not  reflect  truly  the  commercial  values  of  spot 
cotton  in  the  market . 

It  was  anticipated,  when  the  U.S.  Cotton  Futures  Act  and  the  regulations 
of  the  Secretary  of  Agriculture  thereunder  were  formulated,  that  there  would  be 
some  days  in  some  bona  fide  spot  markets  on  which  no  sales  of  cotton  of  some 
grades  and  staple  lengths  would  be  made.   The  commercial  differences  to  be  ap- 
plied to  such  qualities  would  have  to  be  derived  from  the  sales  of  other  qual- 
ities or  from  other  market  information.  Regulations  of  the  Secretary  of  Agri- 
culture give  general  procedures  for  arriving  at  quotations  of  spot  cotton  prices 
in  the  designated  markets  when  the  volume  of  sales  of  a  specified  grade  or 
staple  length  is  not  adequate  as  a  basis  for  the  quotation.   These  regulations, 
in  part,  are  as  follows: 

Sec.  27.100  Values  of  grades. 

(a)  If  on  such  given  day  there  shall  have  been  in  such  market 
both  a  sale  of  any  higher  grade  and  a  sale  of  any  lower  grade,  the 
average  of  the  declines,  or  advances,  or  decline  and  advance,  as 
the  case  may  be,  of  the  next  higher  grade  and  the  next  lower  grade 
so  sold  shall  be  deducted  from,  or  added  to,  as  the  case  may  be,  the 
value,  on  the  last  preceding  business  day,  of  the  grade  the  value  of 
which  on  such  given  day  is  sought  to  be  ascertained. 

(b)  If  on  such  given  day  there  shall  have  been  in  such  market 
a  sale  of  either  a  higher  or  a  lower  grade,  but  not  sales  of  both, 
the  decline  or  advance  of  the  next  higher  or  the  next  lower  grade 
so  sold  shall  be  deducted  from,  or  added  to,  as  the  case  may  be, 
the  value  on  the  last  preceding  business  day,  of  the  grade  the  value 
of  which  on  such  given  day  is  sought  to  be  ascertained. 

(c)  If  on  such  given  day  there  shall  have  been  in  such  market 
no  sale  of  spot  cotton  of  any  grade,  the  value  of  each  grade  shall 
be  deemed  to  be  the  same  as  its  value  therein  on  the  last  preceding 
business  day,  unless  in  the  meantime  there  shall  have  been  bona  fide 
bids  and  offers,  or  sales  of  hedged  cotton,  or  other  sales  of  cotton, 
or  changes  in  prices  of  futures  contracts  made  subject  to  the  act, 
which  in  the  usual  course  of  business  would  clearly  establish  a  rise 
or  fall  in  the  value  of  spot  cotton  in  such  market,  in  which  case 
such  rise  or  fall  may  be  calculated  and  added  to  or  deducted  from 
the  value  on  the  preceding  business  day  of  cotton  of  all  grades  af- 
fected thereby. 
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The  Cotton  Division  of  the  Agricultural  Marketing  Service  maintains  an 
understanding  with  the  designated  markets  concerning,  among  other  things ,  the 
qualities  that  will  be  quoted  "by  each  market.   Every  designated  market  agrees 
to  quote  the  actual  price  of  Middling  1-inch  cotton  in  its  area  and  the  dif- 
ferentials from  Middling  1-inch  for  all  grades  and  most  staple  lengths  in  the 
official  cotton  standards.  All  markets  presently  issue  quotations  for  staple 
lengths  7/8  through  I-3/32  inches.   In  addition  to  these  staple  lengths, 
Greenwood  and  Fresno  quote  1-1/8  and  1-5/32;  Dallas,  Houston,  Galveston,  and 
Lubbock  quote  13/16;  and  Memphis  quotes  1-1/8  through  l-l/l*. 

Quotations  for  all  qualities  are  to  relate  to  cotton  of  normal  character, 
but  for  tenderable  grades  they  are  to  relate  to  cotton  having  a  micronaire  read- 
ing of  3-5  or  better.   In  general,  each  committee  is  to  give  primary  considera- 
tion to  values  for  cotton  produced  in  or  near  Its  own  market.   The  committee 
considers  cotton  from  other  areas  which  is  of  qualities  not  in  preponderance  in 
the  production  of  its  own  territory. 

The  understanding  between  the  Agricultural  Marketing  Service  and  the 
designated  spot  markets  specifies  that  "quotations  will  reflect  the  value  of 
spot  cotton  in  the  market  for  both  tenderable  and  untenderable  qualities  de- 
livered in  warehouses  uncompressed,  in  terms  of  the  first  landed  cost  price  to 
the  buyer  in  such  market  for  Basis  Middling  lists,  and  not  in  even-running 
qualities.  Where  other  types  of  transactions  such  as  sales  of  even-running 
lots,  factors'  sales,  etc.,  are  considered  in  arriving  at  quotations,  appro- 
priate adjustments  will  be  made  so  that  quotations  as  issued  will  reflect  the 
value  of  spot  cotton  delivered  uncompressed  in  warehouses  in  the  market."  1/ 

Purpose  of  the  Study 

This  study  was  undertaken  for  two  reasons.  First,  all  phases  of  the  cotton 
marketing  system  are  continuously  changing,  but  nearly  10  years  have  elapsed 
since  a  study  was  made  of  the  accuracy  of  the  official  spot  quotations.   Second, 
in  recent  years,  public  interest  in  the  spot  quotations  system  has  continued  to 
mount  because  of  the  increasing  dependence  upon  the  quotations  as  a  basis  for 
the  Government  price  support  and  sales  program  for  cotton. 

The  specific  objectives  of  the  study  were  (l)  to  determine  the  relationships 
between  the  official  spot  quotations  and  spot  values  for  cotton  in  each  desig- 
nated market  during  the  seasons  of  1959-60  and  1960-61,  and  (2)  to  determine  the 
relationships  between  the  differentials  quoted  and  the  differentials  paid  in 
terms  of  averages  for  groups  of  markets  and  for  extended  periods  of  time. 

Source  of  Price  Data 

Price  data  for  the  seasons  of  1959-60  and  1960-61  were  obtained  mainly  from 
sales  of  cotton  by  the  Commodity  Credit  Corporation  of  the  U.S.  Government. 


1/  For  complete  resume'  of  applicable  legislation,  regulations  and  under- 
standing on  spot  price  quotations,  see:   Soxman,  R.  C,  and  Holder,  Shelby  H. , 
Jr.   Official  Spot  Cotton  Quotations,  Where  and  How  Quoted.   U.S.  Dept.  Agr. 
Mktg.  Res.  Rpt.  5^7,  June  1962,  pp.  59-64. 
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These  sales  were  of  two  distinct  types.   First  were  sales  made  through  the  direct 
purchase-resale  program  (hereafter  referred  to  as  CN-A) .   During  each  of  the  two 
seasons,  nearly  one-half  the  cotton  crop  was  sold  through  the  CN-A  program  with 
local  merchants  serving  as  agents  for  the  Commodity  Credit  Corporation.  Records 
of  these  sales  were  accumulated  at  the  CCC  office  in  New  Orleans,  where  a  number 
of  clerks  tabulated  as  many  of  the  transactions  as  possible  on  the  day  of  arrival 
of  the  documents.  Any  transactions  not  tabulated  at  the  close  of  the  day  were 
set  aside,  and  tabulation  of  a  new  day's  receipts  began  the  following  morning. 

A  large  volume  of  data  was  secured  on  sales  throughout  the  Cotton  Belt  and 
should  reflect  prices  paid  in  these  areas  for  the  qualities  of  cotton  sold  through 
the  CN-A  program.   Records  were  tabulated  on  approximately  100,000  transactions 
totaling  nearly  1,500,000  bales  of  cotton  during  the  1959-60  season.   This  was 
about  one-fourth  the  total  volume  of  cotton  sold  by  local  agents  of  the  Commodity 
Credit  Corporation  during  that  year.   In  1960-61,  data  were  secured  on  approxi- 
mately 150,000  transactions  representing  nearly  2,000,000  bales,  or  about  29 
percent  of  the  total  cotton  sold  through  the  CN-A  program. 

The  second  type  of  transaction  on  which  price  data  were  obtained  was  sales 
for  unrestricted  use  made  by  CCC  from  its  inventory  during  the  two  seasons. 
These  transactions  were  designated  as  N0C  sales.   During  each  season  more  than 
4,000,000  bales  of  cotton  were  sold  through  the  N0C  programs.   Transactions  which 
included  cotton  accumulated  by  CCC  from  crop  years  preceding  the  current  season 
were  designated  NOC-12  for  the  1959-60  season  and  N0C-14  for  the  196O-61  season. 
Approximately  86  percent  of  the  total  volume  of  cotton  sold  through  the  N0C  pro- 
grams was  old-crop  cotton.   Sales  which  consisted  entirely  of  current-crop  cotton 
not  sold  through  the  CN-A  program  were  designated  N0C-13  and  N0C-15  for  the  two 
seasons. 

Records  were  obtained  on  all  N0C  sales  during  the  1959-60  and  1960-61 
seasons;  however,  the  N0C  sales  data  used  in  the  study  were  limited  to  the  period 
of  time  when  CN-A  sales  data  were  available  and  to  the  same  qualities  of  cotton 
as  those  sold  through  the  CN-A  program.   N0C  sales  data  used  in  the  study  totaled 
over  1  million  bales  in  1959-60  and  over  1-1/2  million  bales  in  196O-6I. 

In  addition  to  price  data  on  CN-A  and  N0C  sales,  a  limited  amount  of  informa- 
tion was  also  obtained  from  cotton  merchandising  firms  in  the  markets  of  Dallas, 
Lubbock,  and  Fresno  on  their  purchases  during  the  1959-60  season.  These  data 
included  over  1,100  transactions  totaling  about  66,000  bales  of  cotton. 

Nature  of  the  Price  Data 

CN-A  data  used  in  this  study  cover  the  periods  September  through  February 
of  the  1959-60  season  and  August  through  February  of  the  I96O-6I  season.   During 
these  periods  sales  occurred  daily.  The  transactions  took  place  locally  through- 
out the  Cotton  Belt  and  were  mainly  of  cotton  produced  in  the  immediate  territory. 
All  bales  of  cotton  in  each  lot  were  of  the  same  quality;  however,  the  lots  varied 
in  size  from  single  bales  to  over  100  bales,  averaging  Ik   bales,  in  1959-60  and 
13  bales  in  1960-61. 
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Cotton  sold  through  the  NOC  programs  was  offered  at  2-week  intervals  for 
each  type  during  the  1959-60  season,  with  NOC-12  sales  occurring  one  week  and 
NOC-13  sales  occurring  the  following  week.   During  the  1960-61  season,  NOC-1^ 
was  again  offered  at  2-week  intervals,  but  NOC-15  was  sold  weekly.   The  cotton 
was  stored  in  warehouses  scattered  throughout  the  Cotton  Belt  but  the  two  types 
tended  to  be  concentrated  in  different  areas.  More  than  half  of  the  cotton 
sold  through  the  NOC-12  and  NOC-14  programs  was  stored  in  the  Southwest  at  the 
time  of  sale,  about  ik   percent  of  it  in  the  West,  and  less  than  k   percent  in 
the  Southeast.   Nearly  four-fifths  of  the  total  volume  sold  through  the  NOC-13 
and  NOC-15  programs  was  located  in  the  Southeast. 

The  price  data  secured  from  cotton  merchandising  firms  in  Dallas,  Lubbock, 
and  Fresno  were  of  the  type  specified  by  legislation  to  be  used  as  a  basis  for 
quotations.   These  data  represented  purchases  of  mixed-quality  lots  of  cotton 
stored  in  the  immediate  territory  of  these  markets.   The  data  were  limited  to 
the  3  markets  where  mixed-lot  purchases  were  heaviest,  and  to  the  first  10  days 
of  each  month  during  the  1959-60  season. 

Of  the  price  data  available  for  this  study,  CN-A  prices  were  the  most 
suited  for  a  complete  analysis  of  the  accuracy  of  the  official  quotations.   Be- 
cause these  transactions  occurred  locally  throughout  the  Belt,  information  was 
readily  available  in  each  market  for  use  by  the  quotations  committee.  Also,  all 
bales  in  each  lot  were  of  the  same  quality,  although  the  lots  varied  in  size  and 
therefore  were  not  even-running  in  the  sense  that  the  term  is  applied  to  the 
quotations.  NOC  transactions,  on  the  other  hand,  were  offered  by  CCC  from  the 
New  Orleans  office  and  the  cotton  was  frequently  stored  in  warehouses  far  from 
the  market  where  the  buyer  was  located.   The  major  volume  of  these  sales  was 
accounted  for  by  the  NOC-12  and  NOC-1^-  programs.  This  cotton  was  from  seasons 
different  from  the  current  season  and  much  of  it  had  been  reconcentrated. 
Therefore,  not  only  was  the  size  of  lots  much  larger  than  those  for  CN-A  trans- 
actions, but  also  the  area  of  growth  could  not  be  used  as  a  dependable  factor 
in  pricing  for  quality  elements  other  than  grade  and  staple  length. 


Method  of  Analysis 

The  first  step  in  the  analysis  of  the  CN-A  and  NOC  data  was  to  delineate 
geographic  areas,  or  marketing  territories,  surrounding  and  including  each  cen- 
tral market.   Sales  were  associated  with  a  particular  area  on  the  basis  of  the 
physical  location  of  the  cotton.   Considerable  effort  was  made  to  determine 
statistically  a  group  of  crop  reporting  districts  where  prices  were  homogeneous 
during  a  specified  period  of  time.  However,  it  was  found  that  average  prices 
for  the  same  qualities  on  the  same  day  differed  significantly  from  point  to 
point  within  even  small  areas. 

The  alternative  method  used  for  defining  the  individual  marketing  terri- 
tories was  to  assign  crop  reporting  districts  to  each  designated  market.  This 
was  done  with  the  help  of  Department  of  Agriculture  personnel  who  are  most 
familiar  with  cotton  production  and  marketing  patterns  and  practices  throughout 
the  Belt.   Fifteen  geographic  areas  were  selected  for  the  analysis  (fig.  l). 


-5- 


H 

CD 


bO 
■H 


-6- 


For  this  study  the  areas  have  been  assumed  to  have  no  overlapping  except 
in  Greenville  and  Charleston,  Augusta  and  Atlanta,  Greenwood  and  Memphis,  and 
Houston  and  Galveston.   In  South  Carolina,  crop  reporting  district  5  was  as- 
signed to  both  central  markets  in  that  State.   Likewise,  crop  reporting  district 
5  in  Georgia  was  assigned  to  both  Georgia  markets.   Crop  reporting  district  1 
in  Mississippi  was  assigned  to  both  Greenwood  and  Memphis.  No  attempt  was  made 
to  divide  the  geographic  area  surrounding  Houston  and  Galveston.  Rather,  the 
actual  transactions  in  Texas  districts  8,  9 >    and  10  were  compared  to  quotations 
issued  by  each  of  the  markets.   Two  geographic  areas  were  established  that  have 
no  designated  central  market  located  within  them.   These  areas  are  El  Paso, 
representing  southern  New  Mexico  and  district  6  of  Texas,  and  Phoenix,  which 
includes  crop  reporting  districts  5 ,    7 >    and  9  of  Arizona.  2/ 

After  the  geographic  areas  were  established,  the  next  step  was  to  associate 
each  transaction  with  the  official  quotations  issued  by  its  assigned  central  mar- 
ket.  This  was  done  for  each  CN-A  and  each  NOC  transaction  that  occurred  during 
each  of  the  2  years.   Prices  of  each  transaction  in  an  area  assigned  to  a  cen- 
tral market  and  the  effective  quotation  for  that  market  were  first  adjusted  to 
Greenville  equivalents.   The  basis  used  for  this  adjustment  was  the  location 
differentials  established  by  CCC  for  its  loan  programs .   Then,  the  price  of  each 
transaction  was  matched  with  its  quotation. 

The  actual  prices  of  all  CN-A  transactions  along  with  their  corresponding 
quotations  for  each  quality  were  averaged  for  10-day  periods  within  a  crop  re- 
porting district.   The  averages  for  each  of  the  crop  reporting  districts  as- 
signed to  a  central  market  were  then  averaged  for  a  central  market  average.  3/ 

Since  NOC  sales  were  transacted  on  only  one  day  of  the  week,  and  each  type 
of  NOC  sale  generally  occurred  at  intervals  of  2  weeks,  the  data  of  the  NOC 
sale  could  be  assigned  to  a  10-day  period  corresponding  with  the  10-day  averages 
of  CN-A  sales.   NOC -15  sales  during  the  1960-61  season,  however,  were  made 
weekly;  therefore  occasionally  two  sales  dates  occurred  within  the  same  10-day 
period.  For  these  transactions,  the  actual  prices  along  with  their  respective 
quotations  were  summarized  for  each  date;  analysis  of  variance  then  indicated 
that  the  two  dates  could  be  combined  into  a  single  10-day  period.   The  method 
of  averaging  the  NOC  transactions  and  their  associated  quotations  was  identical 
to  that  used  for  CN-A  except,  of  course,  the  step  of  averaging  days  within  a 
district  was  not  required. 

The  next  step  in  the  analysis  was  to  attempt  to  combine  the  three  types 
of  transactions.  The  procedure  followed  was  to  match  CN-A  transactions  with 
each  type  of  NOC  sale.   The  transactions  were  matched  on  the  basis  of  market, 


2/  Phoenix  was  designated  beginning  with  the  1962-63  season.  Since  quota- 
tions were  not  available  for  Phoenix  and  El  Paso  during  the  study  period,  these 
areas  are  not  shown  in  the  analysis. 

3/  Two  types  of  averages  were  calculated.  First,  averages  were  calculated 
without  regard  for  the  number  of  bales  in  the  lot.   Next,  averages  were  calcu- 
lated with  the  price  and  quotation  for  each  transaction  weighted  by  the  number 
of  bales  in  the  lot.   Generally,  the  differences  between  the  two  averages  were 
minor  and  varied  randomly  among  markets,  qualities,  and  10-day  periods. 


-7- 


quality,  and  10-day  period.   The  resulting  matched  groups  were  tested  by  analysis 
of  variance  to  determine  whether  it  was  appropriate  to  combine  the  transactions. 
Results  indicated  a  significant  difference  between  the  average  prices  paid  for 
CN-A  and  NOC  transactions,  and  the  types  of  transactions  could  not  be  combined. 

Mixed-quality  lots  are  bought  almost  exclusively  on  a  round-lot  price,  and 
thus,  prices  for  individual  qualities  in  the  lot  cannot  be  determined.  There- 
fore, the  method  of  analyzing  the  mixed-lot  data  was  to  calculate  quotations  for 
each  of  the  mixed  lots.   This  was  accomplished  by  multiplying  the  quotations  for 
each  quality  in  the  mixed  lot  by  the  number  of  bales  of  that  quality  included  in 
the  lot  and  dividing  by  the  total  number  of  bales.   Quotations  for  each  mixed  lot 
were  then  subtracted  from  the  price  paid  for  the  lot  to  provide  a  measure  of 
variation  between  quoted  and  paid  prices. 

Qualities  of  Cotton  Included  in  the  Study 

The  designated  central  markets  are  each  responsible  for  issuing  quotations 
for  from  30^  "to  ^9^-  qualities  of  cotton.  Many  of  these  qualities  are  not  avail- 
able in  any  of  the  markets  at  any  time  during  the  year.   Very  few,  if  any,  of 
the  qualities  are  available  in  all  the  markets  throughout  the  marketing  year. 
Consequently,  quotations  for  a  majority  of  the  qualities  on  a  given  day  must  be 
"nominal"  or  approximated  by  the  quotations  committee. 

This  situation  drastically  reduced  the  number  of  qualities  that  could  be 
included  in  the  study.   CN-A  transactions  during  the  1959-60  and  the  1960-61 
seasons  included  at  least  some  lots  of  each  grade  in  each  of  the  officially  rec- 
ognized color  groups.  However,  by  far  the  greater  proportion  of  the  cotton  sold 
through  the  CN-A  program  was  White  and  Light  Spotted  and  only  negligible  volumes 
of  cotton  were  in  other  color  categories.  White  cotton  was  limited  mainly  to 
grades  Low  Middling  and  better.   In  1959-60  about  79  percent  of  the  volume  on 
which  records  were  available  was  White  cotton.  More  than  three-fourths  of  the 
total  volume  in  every  area  except  Dallas  and  Lubbock  was  of  White  cotton.   In 
these  two  areas,  where  much  of  the  crop  is  machine-stripped,  Light  Spotted  cot- 
ton accounted  for  a  large  part  of  the  total  volume.   Light  Gray  cotton  was  such 
a  minor  part  of  the  total  volume  in  each  market  that  it  was  not  included  in  the 
analysis  for  1959-60. 

The  quality  distribution  included  in  the  CN-A  transactions  for  1960-61  was 
about  the  same  as  for  the  previous  year  except  that  Lubbock  had  an  increased  pro- 
portion of  Spotted  cotton.   All  markets  had  at  least  a  limited  amount  of  Light 
Gray  cotton  in  I96O-61.  Practically  no  Tinged  cotton  was  traded  during  either 
season. 

NOC-13  and  NOC-15  transactions  included  about  the  same  quality  distribution 
as  CN-A.  Qualities  sold  through  the  NOC-12  and  NOC-lU  programs  were  limited  al- 
most entirely  to  the  White  grades. 

Both  CN-A  sales  data  and  data  on  qualities  produced  in  the  1959-60  and  196O- 
6l  seasons  revealed  that  29/32-inch  and  shorter  staples  were  restricted  almost 
entirely  to  the  Texas  areas  and  that  15/l6-inch  and  3l/32-inch  staples  while 
present  in  small  volumes  in  all  areas  except  Greenwood  and  Fresno,  were  concen- 
trated in  Texas.   The  staple  length  of  l-l/l6  inches  accounted  for  more  of  the 

-8- 


total  CN-A  volume  than  any  other;  40.1  percent  in  1959-60  and  35.2  percent  in 
I96O-61  was  l-l/l6  inches.  This  was  the  major  staple  length  in  all  areas  ex- 
cept Dallas,  Houston,  Galveston,  and  Lubbock.   In  Dallas  and  Lubbock  during 
both  seasons  the  staple  length  sold  in  greatest  volume  was  15/l6  inch,  and  in 
the  Houston-Galveston  area  it  was  1-1/32  inches. 

For  the  1959-60  season  it  was  found  that  113  qualities  accounted  for  about 
97  percent  of  the  total  bales  and  85  percent  of  the  total  sales  on  which  CN-A 
records  were  available.   For  the  I96O-61  season,  an  additional  2k   qualities  were 
included  in  the  analysis.   kj   These  qualities  accounted  for  95  and  98  percent, 
respectively,  of  the  total  ginnings  for  the  1959-60  and  I96O-61  seasons. 


OFFICIAL  QUOTATIONS  AS  RELATED  TO 
SPOT  VALUES  FOR  COTTON 

The  major  purpose  of  the  official  quotations  Is  to  reflect  prices  paid  for 
cotton  in  each  of  the  designated  spot  markets.  As  a  basis  for  evaluating  the 
quotations  as  reflectors  of  spot  values  for  cotton,  the  three  types  of  trans- 
actions were  considered  in  the  following  order  and  manner. 

First,  prices  paid  for  cotton  sold  through  the  CN-A  program  were  related 
to  the  official  quotations.   Next,  prices  paid  for  cotton  sold  through  the  NOC 
programs  were  related  to  CN-A  prices.   Third,  prices  paid  for  mixed-quality  lots 
in  Dallas,  Lubbock,  and  Fresno  were  related  to  the  quotations  and  to  CN-A  prices 
in  these  markets.   Some  of  the  highlights  of  the  analysis  are  discussed  below. 


Relationships  Between  Official  Quotations  and  CN-A  Prices 

The  relationships  between  the  official  quotations  and  the  prices  paid  for 
cotton  sold  through  the  CN-A  program  varied  widely  among  the  designated  markets 
during  the  same  month  and  from  one  month  to  another  in  the  same  market.  Marked 
differences  were  also  found  among  qualities  and  groups  of  qualities  in  the  re- 
lationships among  markets  and  during  the  season.   The  following  data  are  pre- 
sented to  show  the  relationships  between  quotations  and  CN-A  prices  paid  for  (l) 
all  qualities  combined  by  market  and  by  month,  (2)  various  quality  groups  for 
all  markets  and  months  combined,  and  (3)  selected  groups  of  qualities  by  market 
and  by  month.  5/ 

Relationships  for  All  Qualities 
Combined 

Price  quotations  for  all  ik   markets  combined  and  for  all  qualities  of  cot- 
ton included  in  this  study  averaged  30  points  lower  than  prices  paid  in  1959-60 


kj   See  appendix  table  13  for  a  complete  listing  of  qualities  included  in 
the  analysis. 

5/  Relationships  are  shown  in  terms  of  deviations  of  quotations  from  CN-A 
prices.  Average  deviation  of  quotations  from  CN-A  prices  is  based  on  individ- 
ual lot  deviations  weighted  by  the  number  of  bales  of  cotton  in  the  lot. 
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and  18  points  lower  than  prices  paid  in  196O-6I  (table  l) .  6/  Monthly  averages 
of  the  quotations  in  1959-60  ranged  from  i+7  points  lover  than  prices  paid  in 
November  to  11  points  higher  than  prices  paid  in  January.   Seasonal  averages  of 
quotations  by  market  in  1959-60  ranged  from  76  points  lower  than  prices  paid  in 
Dallas  to  6  points  higher  than  prices  paid  in  Greenwood.   In  196O-61,  monthly 
averages  of  the  quotations  for  the  1^  markets  combined  ranged  from  87  points 
lower  than  prices  paid  in  August  to  13  points  higher  than  prices  paid  in  Novem- 
ber and  December.   Seasonal  averages  of  quotations  by  market  in  196O-61  ranged 
from  $k   points  lower  than  prices  paid  in  Galveston  to  23  points  higher  than 
prices  paid  in  Memphis.  Monthly  average  deviations  of  quotations  from  prices 
paid  for  all  qualities  of  cotton  combined  varied  considerably  from  one  market 
to  another  in  the  same  month,  and  from  one  month  to  another  in  the  same  market, 
in  both  the  1959-60  and  I96O-61  seasons. 


Relationships  Among  Quality  Groups 

The  qualities  of  cotton  included  in  this  study  were  grouped  into  10  grade 
and  staple  length  combinations  for  1959-60  and  12  grade  and  staple  length  com- 
binations in  1960-61  (table  2).   In  1959-60,  quotations  for  all  markets  combined 
averaged  lower  than  prices  paid  for  every  group  of  qualities,  ranging  from  18 
points  lower  for  medium  grade  White  cotton  of  staple  lengths  1  inch  and  longer 
to  265  points  lower  for  the  small  volume  of  Tinged  cotton.   In  I96O-61  quota- 
tions ranged  from  23  points  higher  than  prices  paid  for  Light  Gray  cotton  1  inch 
and  longer  to  127  points  lower  than  prices  paid  for  the  relatively  few  bales  of 
Tinged  cotton. 

In  1959-60  approximately  99  percent  and  in  196O-61  about  97  percent,  of  the 
total  volume  of  cotton  on  which  CN-A  records  were  available  was  of  White  and 
Light  Spotted  qualities.  Moreover,  1-inch  and  longer  staples  of  those  grades 
accounted  for  90  percent  or  more  of  the  total  volume  in  all  areas  except  Texas. 
In  the  Houston-Galveston  area  about  two-thirds  of  the  total  volume  was  1  inch 
and  longer,  but  in  Dallas  and  Lubbock  only  about  one-third  and  one-fifth,  re- 
spectively, of  the  total  volume  was  long  staple. 

Since  all  the  designated  markets  had  substantial  volumes  of  White  and  Light 
Spotted  grades  1  inch  and  longer,  the  relationships  between  quotations  and  pri- 
ces paid  for  each  of  these  groups  are  shown  below  for  each  market.   On  the  other 
hand,  7^  percent  in  1959-60,  and  86  percent  in  I96O-61,  of  the  total  volume  of 
cotton  shorter  than  1  inch  was  in  the  marketing  areas  of  Dallas  and  Lubbock. 
Therefore,  the  analysis  of  these  staples  was  limited  to  these  two  markets. 

High  grade  White  cotton,  1-inch  and  longer. --This  group  of  qualities  in- 
cluded Middling,  Middling  Plus,  and  Strict  Middling.   It  accounted  for  about 
33  percent  of  the  total  CN-A  volume  in  1959-60  and  36  percent  in  1960-61.   Quo- 
tations for  all  1^  markets  combined  for  these  qualities  averaged  28  points  lower 
than  prices  paid  during  the  1959-60  season,  and  the  monthly  averages  ranged  from 
12  points  lower  in  October  to  56  points  lower  in  December.   In  1960-61,  the  quo- 
tations averaged  17  points  lower  than  prices  paid  during  the  season,  and  monthly 


6/  One  point  equals  l/lOO  cent. 
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Table  1.— All  qualities  of  cotton:   Average  deviation  of  quotations  from  prices  paid  for  cotton 
sold  through  CN-A  program,  monthly  and  seasonal,  and  quantity  of  cotton  sold,  14  markets, 
seasons  1959-60  and  196O-61  1/ 


Season  and 

Averase  aeviation  2/ 

designated 

Quantity 

spot 

:   Aug. 

:   Sept. 

:   Oct. 

:   Nov. 

:   Dec. 

Jan. 

:   Feb. 

:  Season 

sola 

market 

:   3/ 

:  Points 

Points 

Points 

Points 

Points 

Points 

Points 

Points 

Bales 

1959-60 : 

Greenville . 

.: 

-31 

-08 

-60 

-35 

-14 

-40 

-30 

56,136 

Charleston. 

.: 

-2k 

-02 

-121 

-93 

-31 

-03 

-36 

51,491 

Augusta. . . . 

.: 

-Ok 

17 

-41 

-51 

2k 

42 

-09 

43,859 

Atlanta. . . . 

•: 

-kk 

0 

-37 

-47 

08 

-08 

-23 

33,183 

Montgomery. 

•  : 

-^3 

-h3 

-35 

-26 

12 

-25 

-35 

87,219 

New  Orleans 

•  : 

-60 

-32 

-43 

-56 

22 

-45 

-4l 

99,251 

Little  Rock 

•  : 

-03 

-31 

-38 

-05 

135 

28 

-17 

16,880 

Memphis. . 

•: 

09 

10 

-20 

09 

72 

10 

03 

296,375 

Greenwood 

•: 

19 

12 

-13 

0 

31 

08 

06 

77,814 

Dallas . . . 

•: 

-80 

-88 

-94 

-78 

-01 

-18 

-76 

119,572 

Houston. . 

•: 

-6k 

OS 

-16 

-55 

-75 

-36 

-49 

75,667 

Galveston 

•  : 

-73 

-15 

-15 

-48 

-74 

-34 

-58 

75,667 

Lubbock. . 

•: 

06 

-k6 

-82 

-55 

43 

38 

-38 

153,613 

Fresno. . . 

■: 

-18 

-57 

-70 

-62 

30 

-13 

-54 

80,376 

ik   market; 

-42 

-18 

-47 

-38 

11 

0 

-30 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity  so! 

.d: 

235,197 

359,230 

291,079 

240,092 

97,587 

^3,918 

--   1, 

267,103 

:  Points 

Points 

Points 

Points 

Points 

Points 

Points 

Points 

Bales 

i960 -6l : 

Greenville. 

: 

-05 

-37 

-45 

-17 

-58 

-68 

-32 

58,770 

Charleston. 

.:    63 

31 

07 

39 

48 

34 

08 

22 

61,578 

Augusta. . . . 

.:    19 

-09 

06 

16 

29 

27 

-31 

03 

64,169 

Atlanta. . . . 

.;    -16 

15 

-05 

-17 

05 

-07 

-30 

-08 

69,236 

Montgomery . 

•  :    -78 

-07 

-27 

10 

17 

05 

-66 

-22 

173,554 

New  Orleans 

.:   -k8 

-kk 

-05 

17 

-01 

-27 

-71 

-22 

202,786 

Little  Rock 

.: 

Ik 

05 

4i 

3: 

07 

-36 

10 

55,462 

Memphis .... 

•  :    59 

13 

-Ok 

53 

41 

13 

09 

23 

438,655 

Greenwood 

47 

29 

03 

25 

30 

02 

-21 

05 

143,562 

Dallas. . . 

.:   -78 

-77 

-62 

-51 

01 

-20 

-51 

-49 

175,477 

Houston. . 

.:   -80 

-71 

-29 

-28 

07 

-91 

-97 

-71 

104,074 

Galveston 

•  :   -101 

-105 

-5^ 

-20 

32 

-58 

-73 

-94 

104,074 

Lubbock. . 

.:   -324 

-58 

-36 

-37 

02 

-4l 

-74 

-32 

377,173 

Fresno. . . 

. : 

__ 

-88 

-30 

-32 

-56 

-30 

-36 

16.257 

l4  markets 

3.:   -87 

-36 

-19 

13 

13 

-23 

-40 

-18 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity  1 

30] 

.a:  90, 503 

272,267 

492, 104 

352,079 

308,153 

215,970 

313,751 

-   2, 

044,827 

1/  The  CN-A  program  was  a  special  sales  program  effective  auring  the  seasons  of  1959-60  ana 
I96O-61.   Sales  were  made  locally  throughout  the  Cotton  Belt  by  traaes  people  serving  as  agents 
for  the  Commoaity  CredLt  Corporation. 

2/  Basea  on  inaiviaual  lot  aeviations  weightea  by  the  number  of  bales  of  cotton  in  the  lot. 
Minus  (-)  inaicates  that  quotations  were  lower  than  CN-A  prices.   One  point  equals  l/lOO  cent. 

3/  Six  months  in  1959-60;  7  months  in  1960-61. 


■11- 


Table  2. --United  States: 
average  deviation  of 
groups,  seasons  1959 


Quantity  of  cotton  sold  through  CN-A  program,  and 
quotations  from  prices  paid  per  pound,  by  quality 
•60  and  1960-61  1/ 


1959- 

-60        : 

1960-61 

Quality  group      : 

Quantity  : 
sold    : 

Deviation  : 
2/     : 

Quantity 
sold 

:   Deviation 
2/ 

. 

Bales 

Points 

Bales 

Points 

White:                  : 

M,  M+,  SM:             : 

1"  to  1-1/8" : 

4l4,648 

44,678 

-28 
-28 

743,378 
87,821 

-17 

7/8"  to  31/32" : 

-41 

IM,  IM+,  SIM,  SLM+:      : 

1"  to  1-1/8" : 

474,969 
65,787 

-18 
-48 

596,284 
58,481 

-01 

7/8"  to  31/32" : 

-4i 

Light  Spotted:           : 

M,  SM:                 : 

1"  to  1-1/8" 

63,732 
127,000 

-32 
-38 

123,417 
242,379 

-14 

29/32"  to  31/32" 

-36 

IM,  SIM: 

1"  to  1-1/8" 

:    38,159 
30,756 

-75 
-83 

77,854 
52,924 

-23 

-66 

Spotted: 

IM,  SIM,  M,  7/8"  to  1".  . 

:     7,223 

-132 

23,573 

-68 

Tinged: 

IM,  SIM,  M,  7/8"  to  1".. 

151 

-265 

281 

-127 

Light  Gray: 

SIM,  M,  SM: 

1"  to  1-1/8" 

: 

-- 

34,559 
3,876 

23 

29/32"  to  31/32" 

-76 

:  1,267,103 

-30 

2,044,827 

-18 

1/  See  table  1,  footnote  1, 
2/  See  table  1,  footnote  2, 
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averages  ranged  from  5k   points  lower  in  August  to  about  the  same  as  prices  paid 
in  September  and  October  (table  3) • 

Data  for  individual  markets  show  that  average  deviations  of  the  quotations 
from  prices  paid  varied  widely  from  one  market  to  another  in  the  same  month  and 
from  one  month  to  another  in  the  same  market  (table  3).   In  most  of  the  markets 
during  most  of  the  months,  quotations  averaged  lower  than  CN-A  prices  paid. 
Seasonal  average  quotations  for  each  of  the  designated  markets  in  1959-60  were 
lower  than  prices  paid,  with  the  differences  ranging  from  1  point  lower  in 
Little  Rock  to  6l  points  lower  in  New  Orleans.   In  I96O-6I,  seasonal  average 
quotations  for  10  of  the  lh   markets  were  lower  than  prices  paid.   The  differ- 
ences ranged  from  62  points  lower  in  Galveston  to  29  points  higher  in  Charleston, 

Medium  grade  White  cotton,  1  inch  and  longer .--This  group  of  qualities  in- 
cluded Low  Middling,  Low  Middling  Plus,  Strict  Low  Middling,  and  Strict  Low 
Middling  Plus  and  amounted  to  38  percent  of  the  total  CR-A  volume  in  1959-60 
and  29  percent  in  1960-61.   Quotations  for  the  lh   markets  combined  for  these 
qualities  averaged  18  points  lower  than  prices  paid  in  1959-60  and  monthly  av- 
erages during  the  season  ranged  from  70  points  lower  than  prices  paid  In 
September  to  3^-  points  higher  than  prices  paid  in  January.   In  I96O-61,  the 
quotations  averaged  1  point  lower  than  prices  paid  during  the  season,  and  month- 
ly averages  ranged  from  152  points  lower  than  prices  paid  in  August  to  37  points 
higher  than  prices  paid  in  November  (table  h) . 

On  an  individual  market  basis,  average  deviations  of  the  quotations  from 
prices  paid  varied  widely  among  markets  during  the  same  month  and  from  one  month 
to  another  in  the  same  market  (table  h) .   Quotations  in  most  of  the  markets  in 
1959-60  averaged  lower  than  prices  paid  from  September  through  December  and 
higher  than  prices  paid  in  January  and  February.   In  I96O-6I,  quotations  in 
most  of  the  markets  averaged  lower  than  prices  paid  from  August  through  October 
and  again  in  February,  but  were  higher  than  prices  paid  from  November  through 
January.   Seasonal  average  quotations  were  lower  than  prices  paid  in  11  of  the 
lh   markets  in  1959-60,  with  the  differences  ranging  from  105  points  lower  in 
Dallas  to  12  points  higher  in  Memphis.   In  1960-61,  seasonal  average  quotations 
for  10  of  the  l4  markets  were  lower  than  prices  paid.   The  differences  ranged 
from  130  points  lower  in  Galveston  to  38  points  higher  in  Memphis. 

High  grade  Light  Spotted  cotton,  1  inch  and  longer .--This  group  of  quali- 
ties included  Middling  and  Strict  Middling  and  accounted  for  5  percent  of  the 
total  CN-A  volume  in  1959-60  and  6  percent  in  196O-6I.   Very  little  of  this 
cotton  was  located  in  Fresno.   Quotations  for  all  markets  combined  for  these 
qualities  averaged  32  points  lower  than  prices  paid  during  the  1959-60  season, 
and  the  monthly  averages  ranged  from  75  points  lower  in  August  to  22  points 
higher  in  January.   In  I96O-61,  the  quotations  averaged  lh   points  lower  than 
prices  paid  during  the  season,  and  monthly  averages  ranged  from  133  points  lower 
in  August  to  39  points  higher  in  December  (table  5). 

Quotations  in  most  of  the  markets  in  1959-60  were  lower  than  prices  paid 
from  September  through  December  and  higher  than  prices  paid  in  January  and 
February.   In  196O-6I,  in  most  of  the  markets,  quotations  averaged  lower  than 
prices  paid  from  August  through  October  and  in  February,  but  were  higher  than 
prices  paid  in  December  and  January  (table  5).   Seasonal  average  quotations  for 
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Table  3. --White  cotton,  grades  M,  M+,  and  SM,  staple  lengths  1  inch  and  longer:  Average  deviation 
of  quotations  from  prices  paid  per  pound  of  cotton  sold  through  the  CN-A  program,  and  quanti- 
ties sold,  monthly  and  seasonal,  lk   markets,  seasons  1959-60  and  1960-61  l/ 


Season  and 

Averaei 

designated 

Quantity 

spot 
market 

;   Aug. 

I  Sept. 

;  Oct . 

\      Nov. 

[      Dec . 

Jan. 

;   Feb. 

:  Season 
:    3/ 

sold 

:  Points 

Points 

.   Points 

Points 

Points 

Points 

Points 

Points 

Bales 

1959-60 : 

Greenville . 

. : 

-37 

-30 

-56 

-100 

-51 

-58 

-1+8 

18,592 

Charleston. 

-03 

06 

-08 

-38 

-kl 

-25 

-13 

19,701 

Augusta. . . . 

.: 

23 

15 

-20 

-75 

-02 

-17 

-09 

18, 1+01+ 

Atlanta. . . . 

. : 

-23 

-12 

-73 

-97 

-77 

-128 

-kl 

11,328 

Montgomery . 

. : 

-19 

-26 

-29 

-30 

-k& 

-12 

-2k 

29,671+ 

New  Orleans 

. : 

-53 

-1+1+ 

-63 

-91 

-101 

-75 

-61 

25,066 

Little  Rock 

. : 

08 

-08 

-21 

-20 

-23 

11 

-01 

4,327 

Memphis .... 

.: 

10 

-01 

-42 

-20 

-lk 

-21 

-09 

122,601 

Greenwood 

. : 

18 

02 

-53 

-66 

-72 

-kl 

-05 

30,165 

Dallas . . . 

.: 

-08 

-37 

-69 

-85 

-87 

-k6 

-58 

9,382 

Houston. . 

. : 

-38 

-23 

-68 

-60 

-88 

-23 

-1+2 

27,1+65 

Galveston 

. : 

-32 

-21 

-5k 

-kl 

-86 

-37 

-37 

27,465 

Lubbock. . 

.: 

06 

-60 

-102 

-1+8 

-k6 

-31 

-55 

9,921 

Fresno. . . 

. : 

09 

-57 

-70 

-60 

23 

-17 

-53 

60,557 

Ik   markets 

-Ik 

-12 

-55 

-56 

-35 

-29 

-28 

-- 

'•  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity 

sold 

130,025 

108,852 

6l,6l3 

69,268 

23,050 

21,81+0 

+14,648 

:  Points 

Points 

Points 

Points 

Points 

Points 

Points 

Points 

Bales 

i960 -6l : 

Greenville. 

.: 

13 

Ik 

02 

-51 

-lk 

-61 

02 

2i+,330 

Charleston. 

.:    60 

k5 

31 

22 

-73 

-63 

-5k 

29 

26,235 

Augusta. . . . 

•  :     27 

22 

-12 

-03 

-07 

-31 

-35 

07 

22,190 

Atlanta. . . . 

-15 

32 

01 

-131 

-2k 

-k5 

-31 

-25 

30,413 

Montgomery. 

•:    -55 

27 

Ok 

-2k 

-ko 

-kk 

-73 

-18 

88,320 

New  Orleans 

.:    -1+1 

-21 

-16 

-25 

-36 

-75 

-76 

-1+1+ 

95,115 

Little  Rock 

.: 

17 

12 

13 

-18 

-3k 

-kl 

-10 

19,670 

Memphis.  .  .  . 

.:    81 

13 

03 

Ik 

0 

-13 

10 

07 

205,659 

Greenwood 

.:    71 

37 

09 

15 

k9 

-10 

-20 

-0k 

72,01+7 

Dallas . . . 

.:    -21 

-23 

-26 

-36 

-5k 

-58 

-56 

-3k 

16,613 

Houston. . 

..:    -1+7 

-59 

-ko 

-32 

-ko 

-86 

-89 

-53 

43,556 

Galveston 

. .:   -66 

-60 

-11 

-08 

-15 

-63 

-62 

-62 

43,556 

Lubbock. . 

.  .:   -293 

-21 

-2k 

-kk 

-79 

-99 

-75 

-59 

1+0,61+5 

Fresno. . . 

.: 

-- 

-88 

-30 

-3k 

-58 

-02 

-35 

15,029 

lU  market 

3.i   -5^ 

03 

0 

-17 

-30 

-in 

-35 

-17 

-- 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity 

sold. . . 

..: 52,687 

157,129 

2Ql+ , 2Ql+ 

51,552 

17,978 

29,01+0 

230,788 

-- 

7^3,378 

1/  See  table  1,  footnote  1. 
2/  See  table  1,  footnote  2. 
3/  See  table  1,  footnote  3. 
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Table  4. --White  cotton,  grades  LM,  IM+,  SIM,  and  SLM+,  staple  lengths  1  inch  and  longer:  Average 
deviation  of  quotations  from  prices  paid  per  pound  for  cotton  sold  through  the  CN-A  program, 
and  quantities  sold,  monthly  and  seasonal,  l4  markets,  seasons  1959-60  and  1960-61  1/ 


Season  and   : 

" 

Average 

on  2/ 

designated 

Quantity 

spot 
market 

I   Aug. 

Sept . 

:   Oct. 

\      Nov. 

Dec. 

Jan. 

;   Feb. 

:  Season 
:   3/ 

sold 

:  Points 

Points 

Points 

Points 

Points 

Points 

Points 

Points 

Bales 

1959-60 : 

Greenville. . . 

: 

-l4 

-02 

-63 

-61 

-26 

-94 

-29 

22,629 

Charleston. . . 

: 

-78 

06 

-30 

-100 

-26 

-24 

-23 

22,287 

Augusta 

: 

-48 

20 

-29 

-60 

-15 

118 

-08 

19,373 

Atlanta 

: 

-63 

25 

-14 

-17 

38 

99 

01 

12,972 

Montgomery. . . 

: 

-86 

-30 

-32 

-22 

31 

37 

-28 

37,136 

New  Orleans . . 

: 

-71 

-20 

-28 

-34 

22 

-17 

-26 

65,841 

Little  Rock. . 

: 

-56 

-49 

-45 

-07 

78 

2f 

-32 

10,612 

Memphi  s . . 

: 

0 

22 

-13 

20 

97 

80 

1? 

159, 4o4 

Greenwood 

: 

13 

Ik 

-07 

16 

51 

28 

10 

38,768 

Dallas . . . 

: 

-73 

-100 

-161 

-100 

-07 

66 

-105 

23,521 

Houston. . 

: 

-78 

31 

17 

-51 

-15 

?■■ 

-46 

17,301 

Galveston 

: 

-107 

03 

12 

-57 

-41 

85 

-72 

17,301 

Lubbock. . 

: 

-76 

-55 

-115 

-109 

-25 

84 

-87 

8,060 

Fresno. . . 

: 

-201 

-29 

-70 

-68 

83 

-05 

-57 

19,764 

l4  markets . 

: 

-70 

-03 

-30 

-15 

:4 

10 

-18 

-- 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity 

sold 

: 

50,361 

150,410 

143,758 

90,925 

29,547 

9,968 

-- 

1+74,989 

:  Points 

Points 

Points 

Points 

Points 

Points 

Points 

Points 

Bales 

i960 -6l : 

Greenville. . . 

: 

-101 

-83 

-49 

-19 

-53 

-78 

-63 

23,842 

Charleston. . . 

:    70 

-19 

-06 

43 

100 

62 

68 

18 

28,770 

Augusta 

:    -23 

-42 

0 

18 

27 

21 

-13 

-02 

29,523 

Atlanta 

:   -49 

-44 

-18 

25 

07 

I;7 

-22 

-01 

24,595 

Montgomery. . . 

:   -156 

-99 

-53 

26 

20 

17 

-48 

-23 

49,053 

New  Orleans . . 

:   -99 

-80 

08 

27 

08 

-18 

-54 

-01 

82,198 

Little  Rock. . 

: 

-36 

-02 

46 

37 

19 

-10 

25 

27,701 

Memphis 

:    -09 

03 

-22 

63 

4l 

27 

-01 

38 

187,356 

Greenwood 

:   -54 

-18 

-04 

27 

27 

05 

-05 

15 

50,819 

Dallas . . . 

:    -90 

-101 

-62 

-33 

25 

08 

-07 

-42 

26,550 

Houston. . 

:   -116 

-74 

-16 

27 

29 

-82 

-95 

-78 

25,433 

Galveston 

:   -193 

-130 

-31 

28 

65 

-21 

-61 

-130 

25,433 

Lubbock. . 

:   -382 

-106 

-55 

-33 

08 

-28 

-50 

-22 

14,087 

Fresno. . . 

: 

-- 

-- 

-25 

15 

49 

-62 

-27 

924 

l4  markets. 

:   -152 

-84 

-21 

37 

29 

08 

-29 

-01 

-- 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity 

sold 

:13,239 

61,972 

141,358 

184,241 

113,931 

54,731 

26,812 

" 

596,284 

l/  See  table  1,  footnote  1. 
2/  See  table  1,  footnote  2. 
3/  See  table  1,  footnote  3- 
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Table  5- --Light  Spotted  cotton,  grades  M  and  SM,  staple  lengths  1  inch  and  longer:   Average  devia- 
tion of  quotations  from  prices  paid  per  pound  for  cotton  sold  through  the  CN-A  program,  and 
quantities  sold,  monthly  and  seasonal,  l4  markets,  seasons  1959-60  and  I96O-6I  1/ 


Season  and 

designated 

Averag 

=   deviati 

on  2/ 

Quantity 

spot 

:  Season 

sold 

market 

.   Aug. 

.  Sept. 

.   Oct. 

.   Nov. 

.   Dec. 

Jan. 

Feb. 

:   3/ 

:  Points 

Points 

Points 

Points 

Points 

Points 

Points 

Points 

Bales 

1959-60: 

Greenville. . . 

: 

05 

42 

5k 

72 

124 

73 

49 

2,638 

Charleston. . . 

: 

-69 

17 

-ok 

-85 

kk 

20 

-06 

1,300 

Augusta 

: 

-45 

-01 

-09 

-05 

35 

72 

-03 

1,960 

Atlanta 

: 

-96 

-17 

-19 

-lk 

63 

113 

-19 

4,399 

Montgomery. .  . 

: 

-89 

-20 

-01+ 

-07 

30 

-123 

-25 

10,821 

New  Orleans. . 

: 

-108 

-92 

-88 

-71 

1+1 

39 

-81 

5,971 

Little  Rock. . 

: 

121 

33 

21 

08 

93 

52 

21+ 

968 

Memphi  s 

: 

lk 

111- 

-22 

05 

10i+ 

51+ 

01+ 

8,9^7 

Greenwood 

: 

96 

59 

-01 

ok 

54 

48 

30 

6,61+3 

Dallas. . . 

: 

-90 

-74 

-71 

-69 

-15 

12 

-67 

6,275 

Houston. . 

: 

-70 

15 

57 

2k 

-1+1 

36 

-35 

1,859 

Galveston 

: 

-117 

-30 

27 

lk 

-1+9 

18 

-73 

1,859 

Lubbock . . 

: 

-88 

-93 

-115 

-101 

-12 

82 

-93 

10,037 

Fresno. . . 

: 

-301 

-- 

-63 

68 

177 

-171 

07 

55 

l4  markets . 

: 

-75 

-2k 

-38 

-33 

22 

-36 

-32 

— 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity 

sold 

:   — 

5,836 

21,567 

19,026 

10,780 

1+,512 

2,011 

-  — 

63,732 

:  Points 

Points 

Points 

Points 

Points 

Points 

Points 

Points 

Bales 

i960 -6l : 

Greenville. . . 

: 

19 

-33 

-30 

0 

-32 

-131 

-26 

5,661 

Charleston. . . 

67 

-29 

-20 

31 

81 

93 

79  ' 

07 

2,975 

Augusta 

:    -21 

-79 

51 

29 

1+0 

38 

-58 

17 

6,689 

Atlanta 

:     06 

-11 

22 

36 

40 

25 

-53 

2k 

8,525 

Montgomery. . . 

:   -113 

-73 

-57 

15 

65 

k2 

-1+7 

-20 

19,721 

New  Orleans . . 

• 

-lk 

-03 

25 

11 

-20 

-52 

-02 

10,864 

Little  Rock. . 

• 

-6k 

-26 

32 

20 

-13 

-1+8 

03 

2,208 

Memphi  s 

; 

-56 

-53 

29 

67 

01+ 

-16 

23 

13,651 

Greenwood 

:   179 

10 

-06 

15 

36 

01 

-145 

0 

8,6ll+ 

Dallas . . . 

:   -166 

-96 

-93 

-i+9 

1+7 

09 

-17 

-51+ 

14,998 

Houston. . 

:    -90 

-26 

01 

28 

50 

-106 

-99 

-35 

3,249 

Galveston 

:   -176 

-107 

-lk 

35 

87 

-35 

-91 

-86 

3,249 

Lubbock. . 

:   -479 

-137 

-5k 

-37 

22 

-28 

-08 

-26 

22,998 

Fresno. .  . 

• 

-_ 

-- 

-- 

-- 

95 

110 

109 

15 

14  markets . 

:   -133 

-69 

-34 

o4 

39 

-08 

-50 

-lk 

-- 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity 

sold 

:  2,288 

11,026 

35,011+ 

34,057 

22,232 

12,259 

6,51+9 

123,417 

1/  See  table  1,  footnote  1. 
2/  See  table  1,  footnote  2. 
3/  See  table  1,  footnote  3. 
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9  of  the  ik   markets  were  lower  than  prices  paid,  and  the  differences  ranged 
from  93  points  lower  in  Lubbock  to  ^9  points  higher  in  Greenville.   In  I96O-6I 
seasonal  average  quotations  for  7  of  the  1^4-  markets  were  lower  than  prices  paid. 
The  differences  ranged  from  86  points  lower  in  Galveston  to  109  points  higher 
in  Fresno  for  only  15  bales  of  cotton. 

Low  grade  Light  Spotted  cotton,  1  inch  and  longer .--This  group  of  qualities 
included  Low  Middling  and  Strict  Low  Middling  and  accounted  for  3  and  k   percent, 
respectively ,  of  the  total  CN-A  volume  in  1959-60  and  in  I96O-6I.  No  record  of 
sales  of  these  qualities  was  available  from  Fresno.   Quotations  for  the  13  mar- 
kets combined  for  these  qualities  averaged  75  points  lower  than  prices  paid 
during  the  1959-60  season  and  monthly  averages  ranged  from  196  points  lower  in 
September  to  200  points  higher  in  February.   In  I96O-61,  the  quotations  averaged 
23  points  lower  than  prices  paid  during  the  season,  and  monthly  averages  ranged 
from  l62  points  lower  in  August  to  1  point  lower  in  December  (table  6). 

Quotations  in  most  of  the  markets  in  1959-60  averaged  substantially  lower 
than  prices  paid  from  September  through  December,  and  substantially  higher  than 
prices  paid  during  January  and  February.   In  1960-61,  quotations  averaged  lower 
than  prices  paid  in  a  majority  of  the  markets  during  all  months  except  December 
(table  6) .   Seasonal  average  quotations  for  10  of  the  13  markets  were  lower  than 
prices  paid  in  1959-60,  with  differences  ranging  from  2^1  points  lower  in  Lubbock 
to  29  points  higher  in  Little  Rock.   In  196O-61,  seasonal  average  quotations  were 
lower  than  prices  paid  in  9  of  the  13  markets.   The  differences  ranged  from  122 
points  lower  in  Galveston  to  29  points  higher  in  Greenwood. 

Staple  lengths  shorter  than  1  inch. --About  l6  percent  in  1959-60  and  12 
percent  in  I96O-6I  of  the  total  volume  of  White  and  Light  Spotted  cotton  on 
which  CN-A  records  were  available  was  of  staple  lengths  shorter  than  1  inch.  As 
was  indicated  earlier,  most  of  the  cotton  of  these  staple  lengths  was  located  in 
the  marketing  areas  of  Dallas  and  Lubbock.   Quotations  for  the  two  markets  com- 
bined averaged  lower  than  prices  paid  for  all  grades  of  cotton  of  the  shorter 
staple  lengths  in  the  1959-60  season,  ranging  from  an  average  of  15  points  low- 
er for  high  grade  White  to  llU  points  lower  for  low  grade  Light  Spotted.   In 
I96O-61,  the  quotations  again  averaged  lower  than  prices  paid  by  amounts  ranging 
from  15  points  for  medium  grade  White  to  59  points  for  low  grade  Light  Spotted 
(table  7). 

Seasonal  patterns  for  1959-60  were  similar  to  those  found  for  staple  lengths 
1  inch  and  longer.  Quotations  for  the  higher  grades  of  White  cotton  averaged 
lower  than  prices  paid  during  most  of  the  year,  and  quotations  for  the  lower 
grades  averaged  below  prices  paid  early  in  the  season,  and  higher  than  prices 
paid  in  January  and  February.  During  the  196O-6I  season,  quotations  for  some 
grades  averaged  about  the  same  as  prices  paid,  and  for  other  grades  they  were 
extremely  low  relative  to  prices  paid. 
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Table  6. --Light  Spotted  cotton,  grades  LM  and  SIM,  staple  lengths  1  inch  and  longer:   Average 

deviation  of  quotations  from  prices  paid  per  pound  for  cotton  sold  through  the  CN-A  program, 
and  quantities  sold,  monthly  and  seasonal,  l4  markets,  seasons  1959-60  and  1960-61  1/ 


Season  and 

Average 

deviati 

on  2/ 

designated 

Quantity 

spot 

market 

;  Aug. 

•  Sept. 

;  Oct. 

\      Nov.  \ 

Dec. 

\      Jan. 

;   Feb. 

:  Season 
:   3/ 

SOld 

:  Points 

Points 

Points 

Points 

Points 

Points 

Points 

Points 

Bales 

1959-60 : 

Greenville. . 

•  : 

-201 

-4l 

-59 

57 

68 

228 

-14 

6,452 

Charleston. . 

■  : 

-139 

-59 

-206 

-170 

-03 

211 

-129 

4,552 

Augusta 

.: 

-304 

12 

-137 

74 

293 

322 

-32 

2,658 

Atlanta 

.: 

-305 

-92 

-97 

-18 

167 

342 

-69 

1,962 

Montgomery. . 

.: 

-331 

-159 

-64 

-66 

04 

224 

-109 

7,615 

New  Orleans. 

.: 

-227 

-199 

-163 

-202 

88 

177 

-160 

2,124 

Little  Rock. 

. : 

33 

-106 

-50 

-34 

254 

186 

29 

258 

Memphis 

.: 

-385 

-64 

-07 

05 

97 

189 

23 

3,190 

Greenwood 

. : 

-205 

-29 

-21 

42 

220 

l4o 

06 

2,192 

Dallas . . . 

-25 

-162 

-68 

-60 

74 

202 

-91 

3,393 

Houston. . 

. : 

-182 

02 

24 

-53 

119 

158 

-43 

968 

Galveston 

. : 

-273 

-81 

15 

-67 

119 

154 

-91 

968 

Lubbock. . 

.. 

-249 

-230 

-309 

-263 

-52 

186 

-241 

1,827 

Fresno. . . 

. 

-- 

-- 

-- 

— 

-- 

-- 

-- 

-- 

l4  markets 

.: 

-196 

-102 

-92 

-49 

79 

200 

-75 

-- 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity 

sold 

• : 

1,432 

11,263 

1^,923 

7,580 

2,187 

774 

— 

38,159 

:  Points 

Points 

Points 

P ■ i nts 

Points 

Points 

Points 

Points 

Bales 

1960-61: 

Greenville. . 

. : 

2fi 

-150 

-118 

-23 

-34 

-34  . 

-70 

3,305 

Charleston. . 

. : 

-01 

-43 

-08 

28 

32 

52 

03 

1,824 

Augusta 

. :   -112 

-104 

04 

01 

39 

111 

17 

-12 

3,956 

Atlanta 

-102 

-31 

-09 

21 

69 

52 

10 

4,212 

Montgomery. . 

. :   -167 

-131 

-78 

-19 

-19 

17 

-42 

-39 

13,164 

New  Orleans . 

•  :   -337 

-111 

75 

63 

-35 

-23 

-37 

-07 

8,392 

Little  Rock. 

•  : 

-- 

J> 

04 

06 

-10 

-63 

-01 

2,267 

Memphis 

. : 

67 

-03 

35 

07 

-01 

0 

09 

15,947 

Greenwood 

-75 

-29 

29 

53 

10 

-13 

29 

7,847 

Dallas . . . 

.  :   -l4l 

-124 

-129 

-96 

-2k 

-28 

-62 

-76 

8,401 

Houston.  . 

. :   -131 

-104 

-57 

-44 

-25 

-77 

-137 

-88 

1,721 

Galveston 

. :   -194 

-155 

-79 

-43 

01 

-39 

-110 

-122 

1,721 

Lubbock . . 

•  : 

-234 

-14-7 

-95 

-33 

-71 

-126 

-72 

5,097 

Fresno. . . 

.  : 

— 

-- 

-- 

— 

-- 

— 

-- 

-- 

l4  markets 

.  •   -162 

-120 

-57 

-15 

-01 

-09 

-31 

-23 

-- 

:  Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Bales 

Quantity 

sold 

.:    392 

3,845 

11,363 

20,430 

21,671 

14,815 

5,338 

77,854 

l/  See  table  1,  footnote  1. 
2/  See  table  1,  footnote  2. 
3/  See  table  1,  footnote  3. 
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Table  7- — Selected  grades  of  cotton  of  staple  lengths  shorter  than  1  inch:   Average  deviation  of 
quotations  from  prices  paid  per  pound  for  cotton  sold  through  CN-A  program,  monthly  and 
seasonal,  and  quantity  sold,  Dallas  and  Lubbock,  seasons  1959_60  and  I96O-61  1/ 


Season,  gra 

de  of 

nd 

Averag 

e  deviati 

on  2/_ 

— •  Quantity 
'   sold 

cotton  a 
market 

;  Aug.  ; 

Sept. 

•   Oct. 

Nov. 

Dec. 

Jan. 

;  Feb.   ; 

Season 
3/ 

1959-60 : 
M,  M+,  SM: 

:  Points 

Points 

26 

29 
28 

Points 

-21 

-11 

-Ik 

Points 

-k3 
-67 
-52 

Points 

-1+7 
-33 
-39 

Points 

-59 

0^ 

-20 

Points 

-17 
-53 
-36 

Points 

-21 

-12 
-15 

Bales 

8,697 
17,8^5 

Average 

Quantity 

v[,  SLM+: 

:  Bales 

Bales 
If, 067 

Bales 
13,900 

Bales 

1,1+09 

Bales 
3,101 

Bales 
1,136 

Bales 
2,929 

Bales 

26,5^2 

LM,  D4+,  SL 

-111 

-hk 

-110 

-79 
-38 

-75 

-102 
-69 
-88 

-85 
-39 
-50 

07 
60 
kk 

68 
113 
101 

-82 
-11 
-52 

23,309 
17,392 

Average 

Spot; 

Quantity 

:  Bales 

Bales 
5,1^5 

Bales 
9,962 

Bales 
7,972 

Bales 
9,895 

Bales 
6,565 

Bales 
1,162 

Bales 

1+0,701 

M,  SM,  Lt. 

-73 

-67 
-72 

-76 
-37 
-60 

-39 
-kl 
-^5 

-56 
-38 
-1+0 

08 

53 
1+0 

-15 

6: 
65 

-52 
-20 
-29 

33,302 
79,891+ 

.  Spot ; 

Quantity 

'•  Bales 

Bales 

Bales 
21,666 

Bales 
26,179 

Bales 
35,0^2 

Bales 
19,763 

Bales 
3,667 

Bales 

113,196 

LM,  SIM,  Lt 
Average 

: 

-195 
-329 
-198 

-171 

-216 
-181 

-76 
-2U5 
-119 

-86 
-126 
-108 

-21 

3? 
2k 

57 
189 
150 

-111 
-119 
-111+ 

11,093 

5,937 

Quantity 

•  Bales 

Bales 
863 

Bales 
^,278 

Bales 
6,658 

Bales 

3,033 

Bales 
1,609 

Bales 
589 

Bales 

17,030 

i960 -6l : 
M,  M+,  SM: 

Points 
:    -02 
:    -62 

Points 

11 

-25 

Ol 

Points 

2k 
01 
08 

Points 

3^ 

-02 
01 

Points 

15 
-60 

-58 

Points 

-19 
-80 
-77 

Points 

-06 
-75 
-73 

Points 

18 
-39 
-26 

Bales 
13,132 

Average 

1+6,163 

Quantity 

VI,  SLM+: 

Bales 
377 

Bales 
5,069 

Bales 
2^,176 

Bales 
5,5^1 

Bales 
59^ 

Bales 
5,722 

Bales 
17,8l6 

Bales 

59,295 

LM,  LM+,  SL 

-111 

.'   -Ill 

-112 
-129 
-112 

-65 
-73 
-65 

-30 
-35 
-3^ 

05 
06 
06 

15 

-01 
01 

-37 
-k3 
-1+2 

-1+1+ 
-06 
-15 

10,783 

33,5^1 

Average 

Quantity 

Spot: 

.  Bales 

:  "  78 

Bales 
IZ7£ 

Bales 

1+7372 

Bales 
57589 

Bales 
18,508 

Bales 
10,901 

Bales 
2^00 

Bales 

-60 
-21 
-33 

i+l+,32i+ 

M,  SM,  Lt. 
Dallas . . . 

-202 
;    -202 

-113 
-143 
-115 

-Ik 
-67 
-72 

-5k 
-36 
-i+l 

11 

10 

-21+ 
-33 
-32 

-65 
-69 
-68 

69,905 

Average 

159,202 

Quantity 

.  Spot: 

.  Bales 

:  ~2i3 

Bales 
7,923 

Bales 
52,369 

Bales 
30,71+0 

Bales 
77,l6l 

Bales 
50,381 

Bales 
10,1+80 

Bales 

229,107 

LM,  SIM,  Lt 

-H+7 

-35^ 
-150 

-133 
-225 
-ll+0 

-108 
-76 
-92 

-56 

-01+ 

-Ik 

-22 
-65 
-58 

-66 

-109 

-99 

-78 
-53 
-59 

12,617 

33,866 

Average 

Quantity 

:  Bales 
■  ~  12 

Bales 
1+96 

Bales 
3,079 

Bales 
3,993 

Bales 

if, 062 

Bales 
18,837 

Bales 

6",ool+ 

Bales 

1+6,1+83 

1/  See  table  1,  footnote  1. 
2/  See  table  1,  footnote  2. 
3/  See  table  1,  footnote  3- 
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Relationships  Between  NOC  Prices  and  CN-AJPjrices  7/ 

Reflecting,  at  least  to  some  extent,  a  greater  concentration  and  a  more 
advanced  stage  of  marketing,  prices  paid  for  most  grades  and  staple  lengths  of 
cotton  sold  through  the  NOC  programs  averaged  significantly  higher  than  prices 
for  the  same  qualities  sold  through  the  CN-A  program  during  both  the  1959-60 
and  the  I96O-6I  seasons.   In  1959-60  for  all  qualities  combined,  prices  paid 
averaged  about  20  points  higher  for  cotton  sold  through  the  NOC -12  program  and 
65  points  higher  for  cotton  sold  through  the  NOC -13  program  than  for  like  grades 
and  staple  lengths  sold  through  the  CN-A  program.   In  I96O-6I,  N0C-1^  and  N0C-15 
prices  averaged  90  and  20  points,  respectively,  higher  than  CN-A  prices  (table  8). 

The  differences  between  NOC  and  CN-A  prices  generally  varied  among  groups 
of  qualities  and  from  one  month  to  another  during  the  season.   In  1959-60,  prices 
paid  for  cotton  sold  through  the  NOC-12  and  N0C-13  programs  averaged  about  the 
same  as  CN-A  prices  for  the  higher  grades  of  White  cotton  of  staple  lengths  1 
inch  and  longer,  but  were  higher  than  CN-A  prices  for  the  lower  qualities. 
Seasonal  averages  of  NOC-12  prices  ranged  from  6  points  lower  than  CN-A  prices 
for  the  best  group  of  White  qualities  to  169  points  higher  than  CN-A  prices  for 
low  grade  Light  Spotted  cotton  of  the  shorter  staple  lengths  (table  8) .   Simi- 
larly, seasonal  averages  of  N0C-13  prices  ranged  from  2  points  higher  than  CN-A 
prices  for  the  best  group  of  White  qualities  to  501  points  higher  than  CN-A 
prices  for  the  limited  volume  of  Spotted  cotton.   Monthly  averages  of  prices 
paid  for  all  qualities  of  cotton  sold  through  the  NOC-12  program  ranged  from  31 
points  lower  than  CN-A  prices  in  September  to  1^7  points  higher  than  CN-A  prices 
in  February.   Likewise,  N0C-13  prices  ranged  from  k   points  lower  than  CN-A  pri- 
ces in  September  to  10 3  points  higher  than  CN-A  prices  in  January. 

In  i960 -6l,  seasonal  average  prices  paid  for  the  high  grades  of  White  cot- 
ton sold  through  the  N0C-14  program  were  substantially  higher  than  CN-A  prices 
for  these  qualities,  amounting  to  107  points  for  1-inch  and  longer  staples  and 
90  points  for  shorter  staples.   Other  qualities  accounted  for  a  minor  propor- 
tion of  the  total  volume  sold  under  the  NOC-lU  program.   Prices  paid  for  many 
of  these  qualities  were  lower  than  CN-A  prices.   Seasonal  average  prices  paid 
for  cotton  sold  through  the  N0C-15  program  were  higher  than  CN-A  prices  for  all 
quality  groups,  and  the  variation  among  quality  groups  ranged  from  k   points  for 
the  high  qualities  of  White  cotton  to  50  points  for  Light  Gray  cotton  1  inch 
and  longer.  Monthly  averages  of  prices  paid  for  all  qualities  sold  through  the 
NOC-lU-  program  ranged  from  37  points  higher  than  CN-A  prices  in  August  to  ikQ 
points  higher  than  CN-A  prices  in  January.   Similarly,  N0C-15  prices  paid  ranged 
from  22  points  lower  than  CN-A  prices  in  September  to  ^3  points  higher  than  CN-A 
prices  in  December. 

Relat ionship  Between  Quotations  and  Prices  Paid  for  Mixed-Lot  Purchases 

Mixed-lot  purchases  represent  the  type  of  transactions  specified  by  legis- 
lation to  be  used  for  quotation  purposes.   During  the  1959-60  season,  data  were 

7/  Relationships  are  shown  in  terms  of  deviations  of  NOC  prices  from  CN-A 
prices.   Average  deviations  are  weighted  by  the  number  of  NOC  bales. 
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Table  8. --Cotton  sold  through  NOC  programs:   Average  deviation  of  prices  paid  per  pound  from 

prices  paid  for  cotton  sold  through  CN-A  program,  monthly  and  seasonal,  and  quantities  sold, 
by  grade  and  staple  length,  l4  markets  combined,  seasons  1959-60  and  1960-61  l/ 


Average  deviation  3~7 


Season,  NOC  program,  and 

grade  and  staple  of 
cotton  2/ 


1959-60 
NOC -12 
White: 

M,  M+,  SM: 

1"  -  1-1/8" 

7/8"  -  31/32" 

LM,  IM+,  SIM,  SLM+: 

1"  -  1-1/8" 

7/8"  -  31/32" 

Light  Spotted: 
M  and  SM: 

1"  -  1-1/8" 

29/32  -  31/32" 

LM  and  SLM: 

1"  -  1-1/8" 

29/32"  -  31/32" 

Spotted: 

LM,  SLM  and  M: 

7/8"  -  1" 

Light  Gray: 

SLM,  M,  and  SM: 

1"  -  1-1/8" 

29/32"  -  31/32".... 
All  qualities 


Quantity  sold. . 

NOC-13 
White: 

M,  M+,  SM: 

1"  -  1-1/8"... 

7/8"  -  31/32", 

LM,  LM+,  SLM,  SLM+: 

1"  -  1-1/8"... 

7/8"  -  31/32", 

Light  Spotted: 

M  and  SM: 

1"  -  1-1/8".., 
29/32  -  31/32", 
LM  and  SLM: 

1"  -  1-1/8" 

29/32"  -  31/32", 
Spotted: 

LM,  SLM  and  M: 

7/8"  -  1" 

Light  Gray: 

SLM,  M,  and  SM: 

l"  -  1-1/8" 

29/32"  -  31/32" 
All  qualities 


Quantity  sold. 


Aug 


Sept. 


Oct.  '  Nov.   '  Dec. 


Jan .  '  Feb . 


: Season 


Quantity 


:   V   :   SOld 


Points  Points  Points  Points  Points  Points  Points  Points  Bales 


-06 

12 

-16 

09 

-22 

22 

01 

57 

-43 
-ok 

156 

-03 

-06 

25 

321,054 
28,764 

-10 
-47 

08 

46 

21 
28 

80 
36 

96 
36 

89 
158 

50 
ko 

70,879 
305,113 

-36 
-111* 

22 

52 
62 

54 
62 

25 
-i4 

128 
71 

50 

k9 

2,162 
9,348 

-172 
-219 

->+22 

-10 
03 

185 
161 

181 
171 

210 
222 

124 

169 

1,673 
1,663 

■165 


209 


105 


281 


> 


114 


580 


-- 

-31 

02               12               25 

16 

T47     ' 

21 

-- 

Bales 

Bales 
44,443 

Bales        Bales       Bales 
37,597  353,880  215,236 

Bales 
43,697 

Bales 
4673H9 

Bales 

741,242 

04 
-01 

-18 
-06 


66 

-27 

-114 
37 


05 
-03 

41 
44 


45 


4: 


109 


-14 

0  5 

24 
3S 


23 
-12 

159 
10 


52 


04 

21 

50 
80 


40 

77 

211 
270 


538 


10 

4i 

69 
134 


104 
76 

213 
310 


468 


IK 


149 


61 
80 

279 

286 


621 


02 
18 

4  4 

91 


43 

52 

193 
272 


501 


60,928 
9,291 

161,110 
9,432 


33,500 
18,916 

37,897 
12,385 


2,436 


-- 

*o4 

27             37             77 

103 

~94 

65 

-- 

Bales 

Bales 
13  ,"£95 

Bales       Bales       Bales 
21,779"  1057204  102,73S 

Bales 

677^83 

Bales 
33,995 

Bales 

_3>5jl895_ 

Continued 
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Table  8. --Cotton  sold  through  NOC  programs:   Average  deviation  of  prices  paid  per  pound  from 

prices  paid  for  cotton  sold  through  CN-A  program,  monthly  and  seasonal,  and  quantities  sold, 
by  grade  and  staple  length,  l4  markets  combined,  seasons  1959-60  and  1960-61  l/ — continued 


Season,  NOC  program  and 

grade  and  staple  of 
cotton  2/ 


Average  deviation 


Aug.   '  Sept. 


Oct. 


Nov. 


Dec. 


Jan. 


Feb. 


Season 

V    . 


Quantity 
sold 


1960-61 
N0C-14 
White: 

M,  M+,  SM: 

1"  -  1-1/8" 

7/8"  -  31/32" 

LM,  IM+,  SIM,  SLM+: 

1"  -  1-1/8" 

7/8"  -  31/32".... 
Light  Spotted: 
M  and  SM: 

1"  -  1-1/8" 

29/32"  -  31/32".. 
LM  and  SIM: 

1"  -  1-1/8" 

29/32"  -  31/32".. 
Spotted: 

LM,    SIM  and  M: 

7/8"   -  1" 

Light  Gray: 

SIM,   M,    and  SM: 

1"    -   1-1/8" 

29/32"  -  31/32".. 
All  qualities 


Points  Points  Points  Points  Points  Points  Points  Points   Bales 


72 
10 

-80 
-367 


-204 
-238 


66 

21 

-28 
-115 


-126 

-104 
-195 


102 
104 

13 
-36 


12 
-69 

-78 
-13^ 


-158 


100 
ll4 

60 

-20 


96 
-30 

-129 
-122 


-108 


122 
128 

99 

16 


07 

15 
-02 


10 


150 

96 

82 
-l4 


28 
05 

133 
-103 


-76 


136 
117 

106 
13 


25 
-62 


-17 


107 


-07 
-31 


29 

-77 

-k9 
-104 


-73 


571,826 
493,449 

1+3,209 
21,516 


5,389 
11,303 

487 
569 


235 


Quantity  sold. . . . 
NOC-15 
White: 

M,  M+,  SM: 

1"  -  1-1/8" 

7/8"  -  31/32".... 
LM,  LM+,  SLM,  SLM+: 

1"  -  1-1/8" 

7/8"  -  31/32".... 
Light  Spotted: 
M  and  SM: 

1"  -  1-1/8" 

29/32"  -  31/32".. 
LM  and  SIM: 

1"  -  1-1/8" 

29/32"  -  31/32".. 
Spotted: 

LM,  SIM  and  M: 

7/8"  -  1" 

Light  Gray: 

SIM,  M,  and  SM: 

1"  -  1-1/8" 

29/32"  -  31/32".. 
All  qualities 


-- 

01    i4 

26     -12      08 

30 

96 
-95 

58        636 

0      378 

37 

32     97     96 

98 

148    128 

90 

Bales 
63,689 

Bales   Bales   Bales 
210~4~07  ^52,513  1^17^33 

Bales 
18, 244 

Bales   Bales 
79,500  182,721 

Bales 

-  1,148,997 

id 


-29 
-62 


-39 
-2k 

-kk 
-57 


-16 

-97 


12 
45 


-01 


15 
07 

ok 

-12 


-28 


20 
26 


15 

49 

33 

05 


28 
09 

06 

02 


03 


80 
67 


03 

30 

k6 
50 


'■2 

37 
44 


ik 


61 


-02 

18 

kl 
70 


25 
22 

66 

^3 


2k 


55 
■59 


02 
10 

26 

18 


18 
72 

57 
66 


38 


ko 
-148 


-22 


09 


25 


43 


38~ 


15 


ok 

18 

26 

Ik 


26 

26 

29 
26 


26 


50 

12 
"20 


130,567 

4,435 

200,1196 
3A31 


1+7,619 
16,207 

31,996 
4,239 


1,253 


261 


Bales        Bales 


Quantity  sold. 


Bales 
70,179 


Bales        Bales        Bales        Bales 
8577B6"     4T74T4"     40,775   2007T45 


Bales 


449,292 
Sales 


--   10,393 

1/  The  CN-A  program  was  a  special  sales  program  effective  during  1959-b'O  and  I96O-6I. 
were  made  locally  throughout  the  Belt  by  merchants  serving  as  agents  for  the  CCC. 

2/  The  NOC  programs  were  sales  programs  in  which  the  CCC  offered  cotton  directly  from  its.  New 
Orleans  Catalog.   These  sales  were  designated  NOC-12  and  -13  for  the  1959-60  season  and  N0C-14  and 
-15  for  the  I96O-61  season.   NOC-12  and  -l4  sales  were  accumulated  by  CCC  from  crop  years  preced- 
ing the  current  season.   N0C-13  and  -15  sales  were  of  current-crop  cotton  not  sold  by  CCC  through 
the  CN-A  program.   3/  See  table  1,  footnote  2.   4/  See  table  1,  footnote  3. 
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secured  from  merchants  in  the  markets  of  Dallas,  Lubbock,  and  Fresno  on  the 
prices  paid  for  lots  of  cotton  of  mixed  grades  and  staple  lengths.   These  data 
not  only  provide  a  basis  for  evaluating  the  quotations  in  these  markets  for  the 
type  of  transaction  specified  by  legislation,  but  also  indicate  differences  that 
may  exist  between  prices  paid  for  mixed  lots  and  those  paid  for  even -running 
lots  sold  through  the  Government  programs. 

Records  were  obtained  from  firms  in  Dallas  on  59  mixed-lot  purchases  total- 
ing over  8,000  bales  of  cotton.   Quotations  for  the  qualities  included  in  these 
lots  averaged  20  points  lower  than  prices  paid  and  ranged  from  22  points  lower 
than  prices  paid  in  October  to  hG   points  higher  than  prices  paid  in  January 
(table  9)-   Quotations  averaged  nearer  prices  paid  for  cotton  sold  in  mixed 
lots  than  for  cotton  sold  through  the  CN-A  program,  suggesting  that  prices  paid 
for  mixed  lots  in  Dallas  were  somewhat  lower  than  CN-A  prices . 


Table  9- --Average  deviation  of  quotations  from  CN-A  prices  and  from  mixed-lot 
purchase  prices  per  pound  of  cotton  in  selected  markets,  by  month,  season 
1959-60  1/ 


Month 


Dallas 


CN-A 


Mixed 
lot 


Lubbock 


CN-A 


Mixed 
lot 


Fresno 


CN-A 


Mixed 
lot 


September 
October . . 
November . 
December. 
January. . 
February. 


All  months 


■9h 
■78 
-01 


■75 


-22 
-20 
-71 

k6 


-20 


Points 


46 

-82 
•55 
^3 
38 


33 
-09 
--33 
-09 

56 


■39 


■12 


-18 

■57 
■70 
-62 
30 
■13 


-fr 


-93 

-19 
-3* 

■133 

25 
69 


■55 


l/  Minus  (-)  indicates  quotations  were  lower  than  prices  paid, 
equals  l/lOO  cent. 


One  point 


Data  on  1^3  mixed-lot  transactions  in  Lubbock,  totaling  almost  12,000  bales, 
show  that  quotations  averaged  12  points  lower  than  prices  paid  for  mixed  lots 
and  39  points  lower  than  prices  paid  for  cotton  sold  through  the  CN-A  program. 
Similar  data  on  926  mixed-lot  transactions  amounting  to  about  ^6,000  bales  of 
cotton  in  Fresno  show  that  deviations  of  the  quotations  from  prices  paid  for 
these  transactions  varied  substantially  from  month  to  month  during  the  season, 
but  averaged  about  the  same  as  deviations  from  CN-A  prices  for  the  6  months  of 
1959-60. 
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Recapitulation  of  Relationships  Between  Quotatl on s 
and  Spot  Values  for  Cotton 

A  major  proportion  of  the  total  crop  of  upland  cotton  produced  in  the  sea- 
sons of  1959-60  and  196O-61  was  marketed  through  the  CN-A  program.  Moreover, 
sales  through  this  program  accounted  for  a  substantial  part  of  the  marketing 
activity  in  each  of  the  designated  spot  markets.   Even  though  sales  through  the 
CN-A  program  were  not  strictly  comparable  to  the  type  of  transaction  specified 
for  quotation  purposes,  prices  paid  for  cotton  sold  through  the  program  should 
bear  a  discernible  relationship  to  the  official  quotations. 

The  analysis  of  the  relationships  between  the  quotations  and  CN-A  prices 
showed  that  the  quotations  issued  by  most  of  the  designated  markets  differed 
substantially  from  CN-A  prices  for  many  qualities  of  cotton  for  extended  periods 
of  time  during  the  seasons  of  1959-60  and  I96O-6I.  Relationships  varied  mark- 
edly among  markets  within  a  month,  between  months  within  a  market,  and  among 
qualities  and  groups  of  qualities  in  the  same  market  within  a  month.  While  com- 
parative evaluation  of  individual  markets  was  not  attempted,  it  was  apparent 
that  quotations  in  some  markets  more  nearly  reflected  CN-A  prices  than  quota- 
tions in  other  markets . 

Quotations  for  cotton  of  Middling  and  better  grades  in  most  markets  during 
most  months  of  the  1959-60  and  196O-61  seasons  averaged  lower  than  CN-A  prices. 
During  both  seasons  prices  paid  for  these  qualities  averaged  about  the  same  as 
the  Government  support  price,  and  a  major  part  of  the  differences  between  the 
quotations  and  prices  paid  apparently  was  accounted  for  by  accumulated  CCC 
storage  charges  which  were  not  reflected  in  the  quotations. 

For  grades  lower  than  Middling,  quotations  in  many  of  the  markets  averaged 
substantially  below  CN-A  prices  for  long  periods  of  both  the  1959-60  and  1960-61 
seasons,  but  were  higher  than  CN-A  prices  during  other  periods.   In  1959-60,  in 
many  of  the  markets  quotations  for  these  qualities  averaged  lower  than  CN-A 
prices  from  September  through  December  and  higher  than  CN-A  prices  in  January 
and  February.   Quotations  for  the  lower  grades  in  1960-61  tended  to  average  be- 
low CN-A  prices  from  August  through  November  and  again  in  February,  but  general- 
ly were  above  CN-A  prices  in  December  and  January.   During  both  seasons,  prices 
paid  for  most  of  the  grades  lower  than  Middling  were  above  the  Government  sup- 
port price  and  fluctuated  rather  sharply  within  the  year. 

Comparison  of  NOC  prices  with  CN-A  prices  showed  that  prices  paid  for  cot- 
ton sold  through  the  NOC  programs  ranged  from  about  the  same  to  substantially 
higher  than  CN-A  prices.   The  volume  of  cotton  sold  through  the  CN-A  program 
was  generally  low  in  the  months  when  the  quotations  averaged  higher  than  CN-A 
prices.   During  these  months  it  appeared  that  the  quotations  in  many  of  the 
markets  were  influenced  considerably  by  the  higher  level  of  prevailing  NOC  pri- 
ces.  In  some  markets,  quotations  averaged  about  midway  between  CN-A  prices  and 
NOC  prices;  while  in  other  markets,  where  CN-A  volumes  were  extremely  light, 
quotations  appeared  to  reflect  NOC  prices. 

Quotations  in  Dallas,  Lubbock,  and  Fresno  averaged  lower  than  prices  paid 
for  mixed- lot  purchases  in  these  markets  in  1959-60.  However,  in  Dallas  and 
Lubbock  the  differences  between  quotations  and  prices  paid  for  mixed- lots  were 
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smaller  than  the  differences  between  quotations  and  CN-A  prices.   This  suggests 
that  some  of  the  discrepancy  between  quotations  and  CN-A  prices  in  these  markets 
was  attributable  to  the  noncomparability  of  CN-A  sales  to  the  type  of  trans- 
action specified  for  quotation  purposes.   In  Fresno,  the  difference  between  quo- 
tations and  prices  paid  for  each  type  of  transaction  averaged  about  the  same, 
possibly  reflecting  the  more  limited  range  of  qualities  produced  in  this  area 
and  consequently  minimizing  the  contrast  between  mixed  and  even-running  lots. 

During  the  1959-60  season  and  to  a  lesser  extent  during  the  1960-61  season, 
the  quotations  in  most  of  the  designated  markets  tended  to  lag  price  changes  on 
both  the  upward  and  downward  movements . 


OFFICIAL  QUOTATIONS  IN  TERMS  OF  AVERAGE  DIFFERENTIALS 

The  quotations  are  used  for  many  purposes  in  which  the  primary  interest  is 
in  the  relative  values  of  differentials  among  qualities  rather  than  in  the  ab- 
solute spot  value  for  a  particular  quality.   These  uses  include  arbitration  of 
cash  sales,  settlement  of  futures  contracts,  and  establishment  of  premiums  and 
discounts  for  use  by  the  Commodity  Credit  Corporation  in  making  loans  to  farmers 
and  in  selling  cotton  as  part  of  the  price  support  program.   For  these  uses, 
interest  is  generally  in  the  average  differentials  for  a  number  of  designated 
markets  on  a  given  day  or  for  a  specified  period  of  time. 

Part  or  all  of  the  variation  between  quotations  and  spot  prices  may  be 
caused  by  "base"  differences  (i.e.,  differences  between  price  quoted  for  Mid- 
dling 1-inch  cotton  and  price  actually  paid  for  this  quality).  However,  since 
the  quotations  differed  more  from  prices  paid  for  some  qualities  of  cotton  than 
for  others  during  the  1959-60  and  1960-61  seasons,  at  least  some  of  the  varia- 
tion was  in  the  differentials.  Averaging  the  differentials  for  a  number  of 
markets  and  for  a  period  of  time  also  may  partially  offset  or  compensate  for  the 
variation  in  individual  markets  at  any  given  time. 

In  the  following  analysis,  the  relationships  between  the  lU-market  average 
differentials  quoted  and  paid  are  shown  for  all  time  periods  combined  for  the 
1959-60  and  the  1960-61  seasons.  Similar  data  are  presented  for  individual  10- 
day  periods  within  each  of  the  two  seasons.  This  information  should  be  helpful 
in  evaluating  the  quotations  for  use  by  the  Commodity  Credit  Corporation  of  the 
U.S.  Government  in  developing  a  schedule  of  premiums  and  discounts  for  its  price 
support  and  sales  programs  for  cotton. 

The  relationships  between  average  differentials  quoted  and  paid  in  the 
specified  Eastern  markets  and  Western  markets  are  shown  for  the  futures  delivery 
months  of  October  and  December.   This  information  should  be  helpful  in  evalua- 
ting the  quotations  for  use  in  determining  tenderable  differences  for  delivery 
of  cotton  on  futures  contract. 


Method  and  Limitations  of  the  Analysis 

As  a  basis  for  establishing  the  relationships  between  quoted  and  paid  dif- 
ferentials, the  average  quotation  and  the  average  price  paid  for  each  quality 
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of  cotton  in  a  10-day  period  was  converted  to  a  premium  or  a  discount  from 
Middling  1-inch  cotton  in  each  market.   Individual  market  differentials  were 
then  averaged  for  each  10-day  period.   Finally,  each  period  was  averaged  for 
the  month  and  for  the  season.  8/ 

The  analyses  of  differentials  and  of  prices  had  some  limitations.   First, 
the  data  were  restricted  to  CN-A  sales.   The  lack  of  comparability  of  CN-A  and 
NOC  sales,  discussed  previously,  made  the  use  of  the  latter  unsuitable.   Second, 
many  of  the  qualities  included  in  the  study  were  not  traded  in  all  of  the  mar- 
keting areas  in  every  time  period.   To  partially  eliminate  irregular  variation 
among  qualities  caused  by  incomplete  data,  qualities  traded  in  less  than  3  mar- 
kets in  any  time  period  were  excluded  from  the  analysis.   Likewise,  in  averaging 
the  time  periods  for  the  season,  qualities  that  were  sold  in  less  than  3  time 
periods  were  eliminated.   Consequently,  average  differentials  are  shown  for 
fewer  qualities  than  were  included  in  the  study. 

Finally,  most  of  the  designated  markets  did  not  have  enough  CN-A  sales  of 
Middling  1-inch  cotton  during  the  1959-60  and  I96O-6I  seasons  to  provide  a 
reliable  base  from  which  premiums  and  discounts  for  other  qualities  could  be 
expressed.  All  markets  except  Fresno  had  transactions  of  Middling  1-inch  in  a 
majority  of  the  time  periods;  however,  these  transactions  were  a  small  part  of 
total  sales.   During  the  1959-60  season,  only  Little  Rock,  Dallas,  and  the 
Houston-Galveston  area  had  2  percent  or  more  of  their  total  volume  composed  of 
this  quality.   In  I96O-6I,  Little  Rock,  Houston-Galveston,  and  Lubbock  were  the 
only  areas  where  Middling  1-inch  accounted  for  2  percent  or  more  of  the  total 
volume  of  cotton  sold  in  the  area. 

Since  the  volume  of  Middling  1-inch  was  not  adequate  for  calculating  dif- 
ferentials, it  was  necessary  to  use  another  quality  for  this  analysis.  Mid- 
dling l-l/l6  inches  was  the  quality  sold  in  greatest  volume  during  the  two 
seasons;  however,  this  quality  was  not  evenly  distributed  either  geographically 
or  seasonally.   Therefore,  Strict  Low  Middling  l-l/l6  inches,  more  evenly 
distributed,  was  selected  as  the  most  adequate  base.   Both  quoted  and  paid 
differentials  were  calculated  from  this  quality  and  then  shifted  to  Middling 
1-inch.  9/ 

8/  In  averaging  the  differentials,  each  market  was  given  equal  weight. 
Similarly,  in  averaging  10-day  periods  for  the  season,  each  period  was  given 
equal  weight.   Simple  averages  were  used  in  the  analysis  of  differentials  for 
several  reasons.   First,  this  method  is  used  by  the  Agricultural  Marketing 
Service  in  averaging  the  spot  quotations,  and  has  long  been  accepted  by  the 
cotton  trade.   Second,  weighting  of  the  differentials  for  each  quality  by  the 
volume  of  cotton  of  that  quality  sold  resulted  in  average  differentials  that 
were  distorted  in  terms  of  normal  relationships  among  qualities.   Finally,  a 
practical  method,  employing  fixed  weights  applied  to  all  qualities,  was  used 
in  calculating  average  differentials.   These  weighted  average  differentials  did 
not  differ  materially  from  the  simple  averages . 

9/  The  method  of  calculating  differentials  from  SIM  l-l/l6  inches  and 
shifting  to  Middling  1-inch  is  outlined  in  the  appendix. 
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Relationships  Between  1^-Market  Average  Differentials 
Quoted  and  Paid  for  All  Time  Periods  Combined 

Differentials  quoted  in  the  1^  markets  in  1959-60  averaged  less  (premiums 
and  discounts  narrower)  than  differentials  paid  for  6l  of  the  82  qualities 
analyzed  and  more  than  differentials  paid  for  the  other  21  qualities  (table  10). 
Differences  between  quoted  and  paid  differentials  were  not  great-   Approxi- 
mately one-fourth  of  the  qualities  were  quoted  within  t  10  points  of  the 
differentials  paid;  about  one-half  within  i  25  points;  and  nearly  90  percent 
within  i  50  points.   The  maximum  deviation  was  for  Low  Middling  Spotted  1-inch 
cotton  for  which  the  discount  quoted  averaged  75  points  narrower  than  the  dis- 
count paid. 

Premiums  quoted  averaged  narrower  than  premiums  paid  for  9  qualities  by 
amounts  ranging  from  one  point  for  Strict  Low  Middling  Plus  1-3/32  inches  to 
70  points  for  Middling  Plus  1-3/32  inches.  Premiums  quoted  were  wider  than 
those  paid  for  6  qualities  by  amounts  ranging  from  1  point  for  Middling  Plus 
1  inch  to  27  points  for  Strict  Low  Middling  Light  Spotted  l-l/l6  inches.  Dis- 
counts quoted  averaged  narrow  than  discounts  paid  for  52  of  the  67  qualities 
discounted. 

Relationships  between  quoted  and  paid  differentials  for  selected  grade  and 
staple  length  combinations  are  shown  in  figure  2  for  the  1959-60  season. 

Differentials  quoted  in  the  ik   markets  in  1960-61  averaged  wider  than  dif- 
ferentials paid  for  68  of  the  98  qualities  analyzed,  narrower  than  differentials 
paid  for  26  qualities,  and  the  same  as  differentials  paid  for  k   qualities 
(table  ll).   Differences  between  quoted  and  paid  differentials  for  some  of  the 
lower  qualities  were  large,  with  the  greatest  being  for  Low  Middling  Spotted 
15/l6  inch.   The  discount  quoted  for  this  quality  averaged  227  points  wider  than 
the  discount  paid.   About  one-third  of  the  qualities  studied  were  quoted  within 
.  10  points  of  the  differentials  paid  and  more  than  one-half  of  the  qualities 
were  quoted  within  t  25  points  of  those  paid. 

Premiums  quoted  averaged  narrower  than  premiums  paid  for  15  qualities  by 
amounts  ranging  from  1  point  for  Middling  1-1/8  inches  to  31  points  for  Middling 
1-3/32  inches.   None  of  the  premiums  quoted  exceeded  premiums  paid.   However, 
the  quoted  and  paid  differential  was  the  same  for  Middling  Plus  1-inch. 

While  the  tendency  in  I96O-6I  was  to  underquote  premiums,  the  opposite  was 
true  of  discounts.   Quoted  discounts  for  68  of  the  82  qualities  discounted 
averaged  wider  than  discounts  paid  by  amounts  ranging  from  2  points  for  Low 
Middling  l-l/l6  to  over  100  points  for  11  qualities.   Discounts  were  underquoted 
for  only  11  qualities  by  the  maximum  amount  of  l6  points. 

Relationships  between  quoted  and  paid  differentials  for  selected  grade  and 
staple  length  combinations  are  shown  in  figure  2  for  the  I96O-61  season. 
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COTTON  PRICE  DIFFERENTIALS  FROM 

MIDDLING  1-INCH,  BY  SELECTED 

GRADE  AND  STAPLE   LENGTH 

Average   Quoted    and   Paid,    14    Designated   Markets  * 

SEASON  1959-60 

WHITE  LIGHT  SPOTTED 


POINTS   PER 
POUND  A 


POINTS   PER 
POUNDA 


SEASON  1960-61 


7/8       1      15/16      1  I  i      1-1/16      !  7/8       i      15/16      i  I  I      11/16     , 

29/32  31/32  11/32  I   3/32  29/32  31/32  I  1/32  1-3/32 

STAPLE    LENGTH   (INCHES)  STAPLE   LENGTH   (INCHES) 

*AVE/?AG£  BASED  ON  CN-A  SALES  DURING  SEPTEMBER  THROUGH  FEBRUARY  OF  THE 
1959-60  SEASON  AND  AUGUST  THROUGH  FEBRUARY  OF  THE  1960-61    SEASON 
AONE  POINT  EQUALS  I    100  CENT. 


U    S     DEPARTMENT  OF    AGRICULTURE 


NEG     ERS  2940-64  I  7  i       ECONOMIC   RESEARCH   SERVICE 


Figure  2 
-28- 


Table  10. --Average  quoted  and  paid  differentials  between  price  per  pound  of  Middling 
1-inch  cotton  and  prices  of  other  grades  and  staple  lengths ,    l4  markets  combined, 
season  1959-60  1/ 


Color  and 

Sta] 

Die  (inches) 

grade 

:   7/8 

:  29/32  : 

15/16  : 

31/32 

:    1 

1-1/32 

:1-1/16 

:l-3/32 

: 1-1/8 

Pni  n  +  ^ 

White 

±  \J _Lil  uo 

SM: 

Quoted 

:  -293 

-215 

-127 

-34 

63 

142 

222 

225 

2/ 

Paid 

:  -359 

-265 

-io4 

-21 

78 

169 

224 

262 

1/ 

M+: 

Quoted 

:   2/ 

2/ 

2/ 

2/ 

35 

87 

178 

184 

2/ 

Paid 

T\yT  • 

:   2/ 

2/ 

2/ 

2/ 

3- 

121 

I89 

254 

1/ 

M: 

Quoted 

:  -340 

-255 

-160 

-73 

base 

77 

156 

166 

2/ 

Paid 

:  -388 

-296 

-167 

-61 

base 

83 

152 

162 

1/ 

SIM+: 

Quoted 

:   2/ 

2/ 

2/ 

2/ 

-144 

-65 

oe 

10 

2/ 

Paid 

:  ^ 

I 

2/ 

2/ 

-160 

-67 

0 

11 

2/ 

SIM: 

Quoted 

:  -601 

-536 

-438 

-344 

-261 

-181 

-122 

-100 

-64 

Paid 

:  -6o4 

-537 

-46l 

-369 

-284 

-191 

-l4o 

-125 

-93 

IM+: 

Quoted 

'•■      g/ 

2/ 

2/ 

2/ 

-386 

-325 

-287 

-242 

2/ 

Paid 

:  ^ 

2/ 

2/ 

I 

-443 

-362 

-323 

-300 

2/ 

EM: 

Quoted 

:  -807 

-711 

-636 

-562 

-491 

-444 

-405 

-383 

2/ 

Paid 

:  -752 

-684 

-682 

-605 

-546 

-469 

-449 

-378 

l> 

Light  Spotted 

SM: 

Quoted. . . . 

:   2/ 

-352 

-268 

-196 

-100 

-15 

43 

54 

2/ 

Paid 

:   2/ 

-394 

-322 

-221 

-138 

-56 

16 

2~ 

2/ 

M: 

Quoted. . . . 

':   2/ 

-477 

-4l6 

-338 

-252 

-179 

-129 

-106 

2/ 

Paid 

1   ^ 

-530 

-429 

-352 

-278 

-210 

-157 

-152 

2/ 

SLM: 

Quoted. . . . 

:   2/ 

-687 

-630 

-566 

-485 

-429 

-397 

-376 

2/ 

Paid 

!   -1 

-677 

-649 

-586 

-502 

-444 

-419 

-357 

1/ 

LM: 

Quoted. . . . 

'■      2/ 

-913 

-865 

-819 

-739 

-693 

-680 

2/ 

2/ 

Paid 

:  ^ 

-904 

-868 

-849 

-745 

-737 

-674 

2/ 

2/ 

Spotted 
M: 

Quoted. . . . 

,:   2/ 

2/ 

-693 

-593 

-511 

2/ 

2/ 

2/ 

2/ 

Paid 

•••   S/ 

11 

-700 

-588 

-480 

2/ 

1/ 

2/ 

2/ 

SIM: 

Quoted. . . . 

.:   2/ 

-936 

-875 

-792 

-766 

2/ 

2/ 

2/ 

2/ 

Paid 

.:   2/ 

-932 

-900 

-756 

-74o 

2/ 

2/ 

2/ 

2/ 

LM: 

Quoted. . . . 

.':   2/ 

-1110 

-1103 

-1060 

-955 

2/ 

H 

2/ 

2/ 

Paid 

.:  it 

-1136 

-1130 

-1104 

-1030 

2/ 

2/ 

2/ 

2/ 

1/  Seasonal  average  based  on  CN-A  sales  from  September  through  February. 
2/  Excluded  from  the  analysis  because  of  insufficient  data. 
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Table  11. — Average  quoted 

and  pai 

d  differentials  between  price  per  pound  of  Middling  1- 

inch  cotton 

and  pr 

ices  of  other 

grades 

and  staple 

lengths 

,  14  markets  combined,  season  1960-61  1/ 

Color  and 

Staple  (inches) 

grade 

:   7/8  : 

29/32 

:  15/16  : 

31/32 

1 

: 1-1/32 

1-1/16  : 

1-3/32 

:   1-1/8 

White 

SM: 

Quoted. . 

...:   -25^ 

-197 

-124 

-40 

52 

133 

200 

245 

2/ 

Paid 

M+: 

Quoted. . 

. . . ;   -248 

-208 

-118 

-36 

69 

142 

221 

273 

11 

...;     2/ 

% 

% 

2/ 

13 

98 

166 

211 

2/ 

Paid 

M: 

...:     2/ 

g/ 

2/ 

2/ 

13 

ill 

180 

235 

1/ 

Quoted. . 

.  .  . :    -290 

-235 

-161 

-78 

Base 

73 

145 

182 

231 

Paid 

...:    -256 

-231 

-156 

-70 

Base 

87 

159 

213 

232 

SLM+: 

Quoted. . 

...;     2/ 

2/ 

2/ 

2/ 

-130 

-52 

09 

45 

2/ 

Paid 

2/ 

S/ 

2/ 

2/ 

-130 

-52 

15 

48 

1/ 

SLM: 

Quoted. . 

2/ 

-390 

-351 

-293 

-218 

-149 

-92 

-65 

2/ 

Paid 

2/ 

-316 

-310 

-271 

-210 

-134 

-86 

-66 

£/ 

IM+ 

Quoted. . 

:::;     2/ 

2/ 

2/ 

2/ 

-316 

-266 

-235 

-212 

2/ 

Paid 

LM: 

Quoted. . 

...:      2/ 

£/ 

2/ 

2/ 

-306 

-266 

-245 

-228 

!/ 

:::;     2/ 

-527 

-497 

-445 

-382 

-338 

-304 

-282 

2/ 

Paid 

2/ 

-413 

-4io 

-388 

-355 

-319 

-302 

-283 

1/ 

Light  Spotte 
SM: 

Quoted. . 

d  : 

...;     2/ 

-310 

-253 

-190 

-106 

-24 

25 

52 

2/ 

Paid 

T\/T . 

...:     2/ 

-245 

-216 

-172 

-96 

-19 

32 

77 

1/ 

Quoted. . 

...;     2/ 

-394 

-362 

-293 

-220 

-158 

-104 

-74 

2/ 

Paid 

1/ 

-312 

-306 

-261 

-207 

-146 

-98 

-64 

1/ 

SLM: 

Quoted. . 

...;     2/ 

-502 

-486 

-434 

-371 

-327 

-299 

-277 

2/ 

Paid 

1/ 

-1+39 

-397 

-370 

-338 

-294 

-280 

-280 

2/ 

LM: 

Quoted. . 

...;     2/ 

-645 

-630 

-596 

-554 

-510 

-493 

-471 

2/ 

Paid 

...:      2/ 

-532 

-516 

-505 

-495 

-481 

-454 

-450 

£/ 

Spotted 
M: 

Quoted. . 

...;     2/ 

-592 

-508 

-468 

-403 

2/ 

2/ 

2/ 

^ 

Paid 

...:     2/ 

-398 

-397 

-397 

-362 

2/ 

2/ 

2/ 

2/ 

SLM: 

Quoted. . 

...;     2/ 

-633 

-628 

-575 

-542 

2/ 

&, 

2/ 

^ 

Paid. . . . 

...:      2/ 

-539 

-506 

-495 

-495 

2/ 

2/ 

2/ 

2/ 

LM: 

Quoted. . 

2/ 

2/ 

-867 

-776 

-74l 

2/ 

2/ 

2/ 

^ 

Paid 

...:     1/ 

1/ 

-640 

-594 

-558 

£/ 

2/ 

2/ 

2/ 

Light  Gray 

SM: 

Quoted. . 

...':              2/ 

2/ 

-326 

-260 

-189 

-123 

-66 

-33 

^ 

Paid 

...:      H 

2/ 

-312 

-276 

-194 

-127 

-72 

-49 

2/ 

M: 

Quoted. . 

...':            2/ 

2/ 

-438 

-390 

-313 

-26l 

-223 

-166 

&, 

Paid 

...:     2/ 

2/ 

-369 

-362 

-303 

-252 

-218 

-160 

2/ 

SLM: 

Quoted. . 

2/ 

2/ 

-630 

-558 

-470 

-438 

-403 

2-l, 

H 

Paid 

2/ 

1/ 

-479 

-450 

-399 

-382 

-348 

2/ 

£/ 

1/  Seasonal  average  based  on  CN-A  sales  from  August  through  February. 
2/  Excluded  from  the  analysis  because  of  insufficient  data. 
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Relationships  Between  lA-Market  Average  Differentials  Quoted  and  Paid 
for  Individual  10-day  Periods  Within  the  Seasons  10/ 

Changes  over  time  in  the  relationships  "between  the  average  differentials 
quoted  and  those  paid  in  all  markets  combined  during  the  1959-60  season  are 
shown  for  selected  groups  of  qualities  in  figure  3-   Premiums  quoted  for  Middling 
and  Strict  Middling  grades  of  White  cotton  averaged  very  near  premiums  paid 
throughout  the  season,  deviating  from  premiums  paid  by  the  maximum  amount  of  k-2 
points  in  late  January  and  averaging  11  points  narrower  for  the  6  months. 

Discounts  quoted  for  Strict  Low  Middling  White  and  Middling  and  Strict 
Middling  Light  Spotted  cotton,  except  for  a  relatively  short  period  early  in  the 
season,  averaged  slightly  narrower  than  discounts  paid.   Seasonal  average  dis- 
counts quoted  were  2k   and  30  points  narrower,  respectively,  than  the  discounts 
paid  for  Strict  Low  Middling  White  and  Middling  and  Strict  Middling  Light  Spotted. 

The  discounts  quoted  for  Low  Middling  White  and  Low  Middling  and  Strict 
Low  Middling  Light  Spotted  cotton  deviated  substantially  from  discounts  paid  for 
these  qualities  during  the  1959-60  season.   Discounts  paid  for  these  qualities 
narrowed  markedly  from  September  to  mid-December  and  then  widened  during  the 
latter  part  of  the  year.   Discounts  quoted  were  wider  than  discounts  paid  when 
the  latter  were  narrowing  and  narrower  than  discounts  paid  when  the  latter  were 
widening.   In  February  the  discounts  quoted  for  these  qualities  were  over  200 
points  narrower  than  those  paid;  however,  for  all  time  periods  combined  the 
quoted  discounts  averaged  h3   and  22  points  narrower,  respectively,  than  the  dis- 
counts paid  for  Low  Middling  White  and  Low  Middling  and  Strict  Low  Middling 
Light  Spotted  cotton. 

Premiums  quoted  for  Middling  and  Strict  Middling  grades  of  White  cotton  in 
1960-6l  were  slightly  narrower  than  the  premiums  paid  for  those  qualities,  av- 
eraging 19  points  for  the  6  months  (figure  3)-   The  relationships  between  dis- 
counts quoted  and  discounts  paid  for  the  other  k   groups  of  qualities  show 
seasonal  patterns  remarkably  similar,  with  discounts  quoted  averaging  wider  than 
discounts  paid  early  in  the  year  and  very  near  those  paid  from  November  through 
February.   Seasonal  average  discounts  quoted  were  from  10  to  15  points  wider 
than  discounts  paid  for  the  two  groups  of  medium  grade  White  qualities  and  the 
high  grade  Light  Spotted  qualities.   For  the  Strict  Low  Middling  Light  Spotted 
grades,  quoted  discounts  averaged  52  points  wider  than  those  paid  for  all  time 
periods  combined. 

Relati o n ships  Between  Average  Differentials  Quoted  and 
Paid  for  Use  in  Futures  Delivery 

To  indicate  the  general  relationships  between  the  differentials  quoted  and 
those  paid  In  the  markets  specified  for  use  in  determining  tenderable  differences 
for  futures  delivery  of  cotton,  deliverable  qualities  that  were  traded  in  these 


10/  This  analysis  was  confined  to  those  qualities  that  were  traded  in  all 
time  periods  during  the  season.   The  qualities  were  grouped  to  eliminate  some 
of  the  random  variation  in  individual  qualities  caused  by  a  scarcity  of  data. 
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COTTON  PRICE  DIFFERENTIALS  FROM 
MIDDLING  1-INCH,  BY  MONTH 

Average    Quofed    and    Paid,    for  Selected   Grades   of  Cofton,    14   Designated   Markets  * 

SEASON  1959-60 

WHITE  LIGHT  SPOTTED 


POINTS   PER 
POUNDA 


200 

■400 

600 
200 


"""'"'■i„,i' 

Middling  &    Strict    Middling, 
Strict   Low    Middling 


Low    Middling 


POINTS    PER 
POUNDS 


Middling    &    Strict   Middling 


Low    Middling    & 
Strict   Low    Middling 


SEASON  1960-61 


-200 


400 


-600 


Middling    &    Strict   Middling 


fiKn^^*\ 


Middling    &    Strict   Middling 


Strict    Low    Middling 


-200 
-400 

-600 

-800 
200 


-200 


-400 


■600 


SEPT.     OCT.     NOV.    DEC       JAN.      FEB. 


SEPT.     OCT.     NOV.     DEC        JAN       FEB 


*   SELECTED  GRADES  INCLUDE  VARIOUS  STAPLE  LENGTHS  THAT  WERE  TRADED  THROUGHOUT  THE  SEASON. 
A  ONE  POINT  EQUALS  I    100  CENT 
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markets  during  the  1959-60  and  I96O-6I  seasons  were  selected.   The  differentials 
quoted  and  paid  in  the  Eastern  and  Western  markets  were  averaged  for  the  delivery 
months  of  October  and  December  of  each  year. 

Differentials  quoted  in  the  Eastern  markets  in  October  1959  averaged  nar- 
rower than  differentials  paid  for  5  qualities  by  amounts  ranging  from  h   points 
for  Strict  Low  Middling  1-1/32  inches  to  29  points  for  Strict  Low  Middling  l-l/l6 
inches,  and  wider  than  differentials  paid  for  k   qualities  by  a  maximum  of  51 
points  for  Low  Middling  l-l/l6  inches  (table  12).   In  December  1959  differentials 
quoted  in  these  markets  averaged  narrower  than  differentials  paid  for  3  qualities 
by  a  maximum  of  13  points  for  Middling  1-1/32  inches,  and  wider  than  differen- 
tials paid  for  6  qualities  by  a  maximum  of  40  points  for  Low  Middling  l-l/l6 
inches.   Similar  data  for  the  Western  markets  show  that  differentials  quoted  in 
October  1959  averaged  narrower  than  differentials  paid  for  k   qualities  and  wider 
than  differentials  paid  for  5  qualities.   In  December  1959;  differentials  quoted 
averaged  narrower  than  those  paid  for  7  of  the  9  qualities.   The  maximum  differ- 
ence between  differentials  quoted  and  those  paid  In  the  Western  markets  in  1959 
was  49  points  for  Low  Middling  1-inch  in  December. 


In  October  i960,  differentials  quoted  in  the  Eastern  markets  averaged  wider 
than  those  paid  for  8  of  the  9  qualities  by  a  maximum  of  67  points  for  Strict 
Low  Middling  1-Inch.   In  December  i960,  differentials  quoted  by  these  markets 
averaged  narrower  than  differentials  paid  for  5  qualities  by  a  maximum  of  hk 
points  for  Middling  1-1/32  inches  and  wider  than  differentials  paid  for  k   quali- 
ties by  a  maximum  of  38  points.   Differentials  quoted  in  the  Western  markets  in 
October  i960  also  averaged  wider  than  differentials  paid  for  8  of  the  9  qualities. 
In  December  i960,  differentials  quoted  in  those  markets  averaged  narrower  than 
differentials  paid  for  each  of  the  9  qualities.   The  maximum  difference  between 
differentials  quoted  and  those  paid  in  the  Western  markets  in  i960  was  73  points 
for  Strict  Low  Middling  1-inch  in  December. 

Relationships  between  differentials  quoted  and  differentials  paid  showed  no 
consistent  pattern  of  variation.   Differentials  quoted  were  narrower  about  as 
often  as  they  were  wider  than  those  paid.   Frequently,  differences  between  dif- 
ferentials quoted  and  those  paid  for  individual  qualities  were  offset  when  all 
qualities  were  combined. 


■33- 


rd 

ft 

d 

ft 

i           oo_-t   H   POVO   UA_-H-   H   Oa 

-4- 

OAUAOOOOOCOCJOLTX 

L^- 

cd 

; 

•r-l 
ft 

HHWCMHOOJ04 

ft 

ft    LT\  LTN  C—  t^--rj"    OO  ft    ft 

OO 

ra 

0    UA 

i 

u 

#    # 

ft 

CD 

cd  rd 

rQ 

ft 

1          ft-ft-VQUAVOUAL^VDVO 

CO 

OvoJ-vd  cnoo  Ovro 

ft- 

S)   cd 

S 

"d 

0\  O  [>-  pood  VD  On  O  O 

o 

CO  OOCOVDVO  CAO   H  LA 

CJ 

CD 

cd 

i                         1    rlHW   POft-  UA 

CJ 

ftftOJOJOJPOOOOO 

OJ 

a 

ft 

1      i      i      i      i      i 

1 

1       1       1      1      1      1      I       1 

1 

d  a 

^ 

CD 

o 

,d  a; 

OJ 

p  -p 

^d 

O     CQ 

ra 

CD 

1              HCOLTXCMOOOOr^f- 

-4- 

O    LT\  ft    OO  OO  CJ  CO    OACO 

L>- 

cd 

P 

P 

I^-rl  lArl  l^-^O   f-O  IA 

OA 

l—  D—  oo  0\  ON_t  VD   O  oo 

00 

ft   H 

<D 

O 

l                            1     ft   ft   OJ   rOJ  ft- 

rH 

1     ft   ft   ft   CJ   CJ   OO  OO 

ft 

O 

ft 

d 

1       1       1       1       1       1 

1 

1       1       1       1       1       1       1 

1 

• 

UA 

H 

(3? 

P 

ra 

cd 

. . 

d 

0      -> 

S 

CD 

a  tj 

• 

V 

ft    ft 

d 

ft 

d    cd 

d 

Cm 

OCO  OO-JOrovorn 

CJ 

ft    LT\_Hr    OOVO-rJ-    LTA  lAJ- 

o 

o 

ft  ft 

CD 

p 

ft 

n 

1           ftftOJOJftftOftft 

o 

CJOftCJrdOJCJCJCJ 

OJ 

o 

ft 

■d   nd 

CQ 

a    d 

CD 

.. 

ft 

3   3 

Is 

H 

CD 

■d 

C—  roo  H  roiAONOl  rn 

LT\ 

O-  OJ    I>-LP\LT\VDCO    CJ    O 

oo 

CQ 

a  ■d 

ft 

•rl 

1           t^OCO_-J-cOCOLr\0\Lf\ 

OO 

CO    LTN  O    t—  OA  CJ    LT\  OA-rJ- 

I>- 

ft 

O     0 

O 

aj 

1      HrlW44    IA 

OJ 

1    ft   ft   ft  CJ  CJ  CJ   OO 

ft 

cd 

-p  -p 

P 

Ph 

1                            1     t      1      1      1      1 

1 

1     1     1     1     1     1     1 

1 

d. 

-p   o 

o 

a1 

o    d. 

o 

0 

o    a1 

ft 

P 

&  d 

<L> 

~^r,     c—  h  o  h  t>-  ltnojcovd 

OO 

VD   t~-  ft  00   ft   O   OO  f-  -=t" 

OO 

d 

O     (1) 

ft 

°°l       M3   OJVO  CVJ  ON  i>-VO   O  VD 

oo 

VDUACJOAftUACOftVD 

OA 

•H 

a  0 

0 

I     H    H    CJ  ft"    UA  UA 

CJ 

1     ft   ft   CJ   OJ   CJ   OO  OO 

ft 

O 

•h  > 

d 

CQ 

I        1        1        1        1        i 

1 

1       1       1       1       1       1       1 

1 

ft 

i  -p 

cy 

p 

H     CD 

d 

CD 

ft 

■ 

ft 

d 

bD 

ft 

o 

o 

id     CD 

ft 

ft 

cnOACJ_rJ-CO    l>-  O   t— -=t 

CO 

-4  VD   O  CJ   OAOOVD   OACO 

LfA 

• 

•H     O 

•rl 

ftOJOOOOOft-OJOJ 

ft 

^t-ftCJCJftOOCJOO 

o 

CQ 

3     CD 

R 

•H     CQ      • 

ft   ft  ,d 

>d    m 

d 

ft    ft"     D 

•H     CD 

CD 

B    ft  d 

S    ft 

ft 

ft. 

l           rH  H  O  OJVD  (M  i-CO  IA 

CJ 

CO-4   ftVD   0\0   onl^J- 

ft- 

CD     B  ft 

ft 

S 

ft 

0\OV0  4-  C3AVO   ua  h-  OJ 

OA 

OftO--4-LiACOO\ftLT\ 

ft 

S      CD      1 

ft    ft 

CD 

cd 

1                          i    HHCMtn  PO,cJ- 

ft 

ftftftOJCJCJCJoOoo 

OJ 

S  H 

o  -d 

r-l 

CJ 
CD 

p( 

1     1      1      1     1      1 

1 

1      1      l      1      1       1      i      i 

1 

T3i 

id    >d   bD 

ft.  <d 

CQ 

ft 

cd    a    d 

d  g 

cd  -H 

d  3 

P 

rd 

ft 

o 

cu 

CD 

i       cocoojcocoo\b-uAa\ 

o 

-rj-  CO    ft  -4    O   OO  OAVD   CM 

OA 

h     *^^ 

ft  _T 

ft 

P 

t—  CJ   CA  POCO  VD   ff\04 

ft 

VD   0\LT\OJJ-CO   OA-4-   ON 

ft 

rH         [0     TJ 

■d 

& 

1  ) 

I                        1        1     H    H    CJ    POft"  „-t 

CJ 

1     ft   CJ    CJ   CJ   OJ    OO  OO 

OJ 

CD      d    -H 

U   ft 

d 

1     1     1     1     1     1 

1 

1       1       1       1       1       1       1 

1 

a  to  s 

cd    cd 

a 

Co5 

O      0 

ft  ft 

d 

•• 

W  ft   s 

P         rH       O 

0     CD 

f-i 

• 

d   O  d 

O     bD 

cu 

r-i  i 

o          ft 

ft     Cd 

p 

ft 

OCO  00  OAft-  CO   ft  CO  CT\ 

o 

OJ    COO    t—  LT\  OO  CJ    LfACO 

OJ 

s    >    , 

d   h  o 

OQ 

•■  1 

r               r-l    ft    CJ    CJ    O    O    LT\   PO_=J- 

ft 

ft  ^t    LT\VD    OO-rJ-    0O-4-    LTN 

ft- 

0  p 

ft    CD  VD 

cd 

ft 

^  13   d 

t>   ON 

M 

cd         d 

a    cd  H 

■P          -v    o 

CD 

U 

d    d   o 

cd     -s  >d 

CD 

<d 

co  rod  i-h  ax-d-  vo  cj 

o 

ft-  CO    t—  ft    UA  h-VD  CO    O 

co 

cd      O    CQ 

>  ^    d 

ft 

ft 

1            CO    O    t—  00  l>-  LTN  0OVO    CJ 

CJ 

E: —  CVJ    l>-L(AOACJVD   OAft- 

VD 

ft   P  ft 

ft    cd    cd 

O 

cd 

!       1    HHCJ44-IA 

CJ 

1      1    ft  ft  OJ  CJ  CJ   oo 

ft 

-P        CQ     rd 

CD    -P 

P 

ft 

1                           1     1     1     1     1     1 

1 

1     1     1     1     1     1 

1 

<;    0 

ft    O   D\ 

O 

r»        Cd 

d    LTN 

O 

•N      ft 

w    a*  o\ 

cd     cd    cQ 

ft          H 

<d 

P    cis    0 

cd    CD 

0) 

co  uacoco  rod  ltnco  H 

o 

oj  ft  r-co  o  oco  ooco 

o 

CQ           p 

ft    CtD     «v 

p 

l           t-HJ-  O   MACOOJ   t- 

oo 

VD  t—  OJ   ft   oo  t—  OAft-   CA 

ft 

2      ^  cd 

-p    cd    cq 

o 

1     H    ft    CJ  _dr    LTA  LT\ 

CJ 

1     ft   CJ    OJ   OJ   OJ    OO  OO 

OJ 

M     EJ    O 

Differen 
s:      Aver 
n  market 

:s 

1                                        1        f        1        1        1        1 

1 

1      1     1      1      1      1      1 

1 

d    o  ft 

|C? 

<i    P  >d 
en  d 
•v   d  ft 
d    o 
o  tn--- 
p        i 

CQ         •xVa^ 

CQ 
CD 

•VD   OJ 

•  H  POVO  CJ      •      •      •      • 

p                    •  VD  CJ      •  VD  CJ      •      •      • 

-P 

1     CD    m 

!>s 

•  ~\"\  H  oo     •  VD  CJ      • 

•H                      •   ft   OO      •   ft   0OVD   CJ      • 

•H 

0       CQ 

1     ft     CD 

p 

W  h  H  W.    •   ri  en     • 

ft                CJ  ~--0\    •  ~\-\.  ft  oo     • 

ft 

ft     cd    co 

•   ft  -p 

£-.    T*    ft 

£?    |      i    H  ft     •  w    • 

cd                  oo  ft   ft      •   ft   ft  ~-\.-\     • 

cd 

f-,   ft  d 

OJ    cd    cq 

cd    5  ft 

^-  H   ft     1      1    =      ft   ft      • 

d           "\  i     i  =      i    i  ft  ft    • 

2. 

cd   ft   d 

ft    ft     CD 

CD    cd    cd 

■-1                 ft   ft   ft     1      1    = 

oH                Hftftftftftil    = 

cr1 

^     cd  ft 

m  rs 

>h          d 

ft   ft  ft 

i                                    ft  ft  ft 

o   fig 

CD 

H 

a1 

LT\ 

SCQfflCQfflCQhinhl 

ft 

ft           O 

<          VD 

SOQWraftftftiftft 

ft 
ft 
< 

ft]  0J|0O| 

cd 

o\ 

OA 

ft 

1 

,   i 

ft 

-3^- 


APPENDIX 


Table  13.--Grades  and  staple  lengths  of  cotton  for  which  official  quotations 

are  issued  l/ 


Grades 


Staple 
lengths 


White   Lt .  Spotted   Spotted  Tinged   Stained    Lt.  Gray    Gray 


GM 

GM 

GM 

SM 

GM 

SM 
2/  M+ 

3/  SM 

3/  M 

;  :m 

k/     M 

k/     M 

M 

3/SLM 

4/SLM 

k/STM 

2/SLM+ 
SIM 

3/  IM 

kj   LM 

kj   LM 

2/  LM+ 

LM 
...   ._ 

SGO+ 

SGO 
G0+ 
GO 


GM 
SM 

M 


GM 


3/ 

SM 

3/ 

M 

3/ 

3LM 

GM 

SM 

M 

SLM 


Inches 


5/ 

13/16 

7/8 

29/32 

15/16 

31/32 

1 

1-1/32 

I-1/16 

1-3/32 

§/ 

1-1/8 

6/  1-5/32 
7/  1-3/16 
7/  1-7/16 
7/  1-1A 


l/  Grades  and  staple  lengths  enclosed  in  dark  lines  were  included  in  the 
study . 

2/  Staple  lengths  1  inch  through  1-1/8  inches  included  in  the  study. 

3/  Staple  lengths  29/32  inch  through  1-1/8  inches  included  in  the  study. 

4/  Staple  lengths  7/8  inch  through  1  inch  included  in  the  study. 

5/  Quotations  issued  only  by  the  k   Texas  markets. 

"0/  Quotations  issued  only  by  Memphis,  Greenwood,  and  Fresno. 

7/  Quotations  issued  only  by  Memphis. 
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Method  Used  In  Calculating  Differentials 

Both  "paid"  and  "quoted"  differentials  were  calculated  in  the  same  manner. 
The  basic  data  used  in  calculating  the  "paid"  differentials  were  10 -day  averages 
of  prices  paid  for  each  quality  of  cotton  traded  in  each  of  the  lk   designated 
markets.   Similar ly,  the  basic  data  used  in  calculating  the  "quoted"  differen- 
tials were  10-day  averages  of  the  matching  quotations  for  each  quality  traded 
in  each  of  the  markets. 

Selecting  the  base. --Since  the  purpose  of  converting  prices  to  differentials 
was  to  eliminate  variation  in  price  level  among  the  markets  and  during  the  sea- 
son, and  thus  make  it  possible  to  combine  the  markets  and  time  periods;  a  base 
quality  that  would  reflect  accurately  the  price  level  had  to  be  selected. 
Middling  1-inch,  the  base  quality  used  for  the  quotations,  was  not  adequate  for 
this  purpose;  therefore,  Strict  Low  Middling  l-l/l6  inches  was  selected.   This 
quality  was  traded,  at  least  moderately,  in  all  markets  during  most  of  each 
season.   In  the  few  time  periods  when  SLM  l-l/l6  inches  was  not  traded  in  all 
markets,  the  price  was  estimated  from  prices  in  other  time  periods  and  in  other 
markets. 

Calculating  the  differentials  from  SLM  l-l/l6  inches. --Differentials  from 
SLM  1-1/16  inches  were  calculated  for  each  quality  traded,  by  10 -day  period  with- 
in a  market.   An  example  of  the  calculation  is  shown  for  selected  qualities  in 
the  period  November  20-30,  1959  (appendix  table  lk)        A  similar  procedure  was 
followed  for  each  time  period  during  the  season. -  The  price  of  SLM  l-l/l6  inches 
in  each  market  was  subtracted  from  the  price  of  each  of  the  other  qualities. 
Prices  higher  than  the  price  of  SLM  l-l/l6  inches  are  recorded  as  premiums,  and 
prices  lower  than  the  price  of  SLM  l-l/l6  inches  are  recorded  as  discounts. 
After  the  differentials  were  calculated  for  each  market,  the  next  step  was  to 
combine  the  lk   markets.   Simple  averages  were  used  in  combining  the  markets. 

Shifting  the  base  to  Middling  1 -inch. --After  the  l4-market  average  differ- 
ent i  aTlT~fl~om_l3n^  the  next  step  was  to  shift  the 
base  to  Middling  1-inch.   The  method  of  shifting  the  base  is  shown  for  selected 
qualities  in  the  period  November  20-30,  1959  (appendix  table  15)-   The  base  was 
shifted  by  subtracting  the  premium  of  Middling  1-inch  from  the  premium  or  dis- 
count of  each  of  the  other  qualities. 

Since  the  average  premium  of  Middling  1-inch  was  a "correction  factor  to  be 
applied  to  differentials  from  SLM  l-l/l6  inches  for  all  qualities,  it  was  desir- 
able to  have  each  of  the  lk   markets  represented  in  the  average.  Therefore,  when 
Middling  1-inch  was  not  traded  in  a  market  during  a  10 -day  period,  an  estimate 
of  the  differential  between  this  quality  and  SLM  l-l/l6  inches  was  made  on  the 
basis  of  the  differential  between  the  two  qualities  in  time  periods  when  both 
qualities  were  traded.  This  procedure  was  used  because  the  variation  in  differ- 
entials was  much  less  from  one  time  period  to  another  within  a  market  than  among 
markets  within  a  time  period. 
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Table  15. --Average  differentials  between  prices  of  Strict  Low  Middling  l-l/l6 
inches  and  Middling  1-inch,  and  prices  of  2  other  qualities,  November 
20-30,  1959 


Differentials 

from    : 

Differentials 

Quality        : 

Strict  Low  Middling    : 

from  Middling 

l-l/l6  inches  l/     : 

1-inch  l/ 

Points 

Points 

SLM  1-1/32  inches. ....... 

-61 

-I87 

SLM  1-l/lb  inches 

base 

119 

-126 
-07 

SLM+  l-l/l6  inches.  ...... 

M  1-inch 

126 

base 

1/  Minus  indicates  a  discount  from  the  base.   One  point  equals  l/lOO  cent, 
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